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Can you call these cars hy nickname ! 








FRESH FRUITS FOR YOUR TABLE.. a new suit for 
your wardrobe... oil for your car... just 
about everything you eat and wear and use 
is brought to you in freight cars like these, 
many specially designed for their job. Rail- 


The name to remember is Roller Freight | 


FREIGHT CARS BECOME “Roller Freight” 
when the old-style friction bearings now 
being used on their axles are replaced 
with Timken tapered roller bearings. It’s 
the next great step in railroading — 
and will make possible faster, more 
dependable delivery of the things you 
eat and wear and use. 

When freight trains, like passenger cars 
and locomotives, roll on Timken tapered 
roller bearings, all speed restrictions due 
to bearings are removed.“ Roller Freight” 
can highball along like a streamliner. 
**Hot boxes” are eliminated, maintenance 
costs reduced, starting resistance cut by 
88%, freight car availability increased. 


—— 


road men who work with these cars every 
day have come to know them by their 
nicknames. How many do you know (see list 
below)? Unless you’re a rail fan, chances 
are you won’t guess all of them. But a name 


a 


More and more railroads are switch- 
ing to “Roller Freight” — from a handful 
of cars for some roads to as many as 800 
and 1000 cars for others. 

Everywhere in industry, Timken bear- 
ings are first choice for the tough jobs 
because they take any combination of 
radial and thrust loads. Whether you 
make freight cars or airplanes, power 
shovels or combines, make sure the 
trade-mark “Timken” is on the bearings. 
The Timken Roller Bearing Company, 
Canton 6, Ohio. Cable address: 
“TIMROSCO”. Tapered Roller Bearings, 
Alloy Steels and Tubing, Removable 


Rock Bits. 


1."side-door Pullman"(box car) 2."bottle car"(milk tank car) 3."flat" (flat car) 4."reefer" (refrigerator car) 
5. "oil can" (tank car) 6. “cradle” (hopper car) 7. “crummy"(caboose) 


. 
NOT JUST A BALL (~) NOT JUST A ROLLER C-—> THE TIMKEN TAPERED ROLLER @—> BEARING TAKES RADIAL (}) AND THRUST —-(})— LOADS OR ANY COMBINATION —())~- 





that’s catching on with everybody is a 
brand new name in railroading —“ Roller 
Freight”! It identifies a new idea that’s 
going to help every freight car on the rail- 
roads do a better job for you! 
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Every workman is a miniature corporation 


HAT it costs you to just get by— 
enough to keep body and soul 
together—is what corporations call the 
“break-even point”. Whatever you earn 
above that is “profit” you can use as you 
like—for savings, a car, a better home. 


It’s the same with a company — what 
they earn above the “break-even point’ 
they spend for better equipment, or save 
for carrying them through depressions, or 


invest in new products. (Only a small part 
goes to the investor, who made the com- 


pany possible.) 


Since 1929, the “‘profit’” of the average 
American—the excess over necessities — has 
increased 302.7%; the profit of the average 
American corporation has increased 
134.5%. Worth remembering, when the 
soap-box orators scream about “‘excessive 
profits’. When will they begin objecting 


to yours ? Source: U. S. Department of Commerce. 
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EFFORTS TO SPUR BUSINESS......P. 11 
Inflation, heartily condemned a few 
months ago, now is being wooed by Gov- 
ernment planners. Aim now is reflation— 
revived inflation—that will raise national 
income from last year’s high of $225,- 
000,000,000 to $300, 000,000,000. In the 
process, plans call for easier credit, more 
loans, a higher rate of federal spending 
and a bigger deficit. 


STOCKPILING AIDS BRITAIN........ P,- #3 
More than a billion dollars is to be spent 
on world markets by Uncle Sam in the 
year ahead for stockpiling. Many coun- 
tries, especially Britain, have hopes of 
solving their dollar shortage thereby. But 
a careful survey shows -buying will be 
spread thinly over a large area, will not 
give Britain the major share. 


WHY ENGLAND FACES CRISIS....P. 14 
Here, in graphic form, is the real story 
of why Britain is up against an economic 
crisis. It shows her threefold trouble in 
trade, and her basic problem of selling 
more and spending less. 


MILLIONS IN FEDERAL RULING....P. 16 
Profit or loss in business is coming to de- 
pend more and more on decisions made 
by Government officials in Washington. 
From the distillery industry comes an 
example of how important, dollar-wise, 
action in the capital can be. 


IT DEPENDS WHERE YOU BUY....P. 19 
Many housewives can’t see the resem- 
blance between the prices they pay and 
the official cost-of-living figures. This 
article explains how prices of same items 
vary even from store to store in the 
same city. 


LABOR‘S 1950 CAMPAIGN........ P. 20 
Union politicos are working in earnest 
to get the balance of power in Congress 
off dead center, to get some prolabor 
legislation on the books. Their hope is 


News within the News 





to pick up 20 new congressional seats in 
the coming election, 5 in the Senate and 
15 in the House. 


FREE MEDICINE: TRIAL RUN........ P. 22 


Free medical care, proposed on a na-° 


tional scale by Mr. Truman, now is 
getting a trial run in the State of Wash- 
ington. The eye-opening story of how it 
works and what it costs is given here 
from a U.S. News & World Report on- 
the-ground survey. 


RUSSIA‘S NEW LINE ON SEX......P. 25 
State planners in Russia, accustomed to 
directing all phases of life, finally are re- 
versing their official stand on sex. After 
32 years of experimenting with “free 
love,” easy divorce and loose family ties, 
the party line suddenly has become cir- 
cumspect. 


TRANSITION—TO PROSPERITY?....P. 55 
What the Government’s top economists 
feel about the current business decline, 
and where it’s heading, is outlined in the 
conclusions of the President’s Council of 
Economic Advisers. 
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TELEPHONE SERVICE 
KEEPS RIGHT ON IMPROVING 


Long Distance is faster. Calls go through on the average in 


1.6 minutes—nine times out of ten while you hold the line. 





Local Service is better. The operator answers or the dial 
tone comes on faster than at any time since before the war. 


Calls go through promptly and accurately. 





Equipment troubles are fewer than ever. Those reported 


by customers have decreased 15% from a year ago. 





















Ta: big construction program of the Bell 
System has resulted in important improve- 
ments in telephone service, and has brought 
telephones to millions of people who did 
not have them before. 


Thousands of miles of new Long Dis- 
tance lines have been added. Many cities 
are now linked by networks which can 
carry both voice and television. New and 
modern Western Electric equipment—the 
finest that can be made — is giving better, 
clearer, faster service to millions of tele- 
phone users, on every kind of call. 


There has never been so great an ex- 
pansion and improvement in telephone 
service as in the past three years. Still 
more good things are ahead for we’re keep- 
ing right on with the job. 


BELL TELEPHONE SYSTEM 
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Photo taken in Northern West Virginia coal fields by William Vandivert 


When a man goes underground in most modern coal mines, _—_ Any discussion with mine safety experts 


he removes an identification tab from a board like the one _20ut safety in America’s coal mines winds up 
in agreement on one point. The problem of 


shown here. It provides a visual check on each man, which is as mine safety is a problem in human nature. 


basic a step in any mine-safety program as “counting the noses” : 
I - Y PFS © That’s why the industry, through the efforts 


ina large family after a day at the county fair. of its industrial mine-safety supervisors, works 

This simple measure is one of dozens of practices aimed to hard to popularize mine-safety concepts. They 
not only. talk safety, display safety measures 
" : . lone in specially designed posters, but even “slo- 
it possible to offset almost every hazard of mining except one— ge ua ps a — uae ik didn toch ta em 
and that is the natural human tendency to become calloused use by miners of the phrase “Be careful” as 
a casual greeting whenever and wherever they 
meet each other in the mine passageways 
underground. 


BITUMINOUS a COAL 


day. Beyond that, the industry invests over 80 miilion dollars ubenaanienigsingt CORE SSTEETS 
J J / A DEPARTMENT OF NATIONAL COAL ASSOCIATION 


annually in health and safety equipment. As a result of co- WASHINGTON, D.C 
operative efforts among operators, unions, and government, 


make mining safer. Indeed, modern mining techniques make 


to danger. 

In fact, U. S. Bureau of Mines records show that individual 
carelessness, not spectacular mine disasters, add up to the big 
majority of all accidents. That’s why trained safety experts 
strive to make all miners safety-minded, every hour of every 


last year's coal mining safety record was the best since the 
Bureau of Mines first began keeping figures over 39 years ago. 


BITUMINOUS COAL...LIGHTS THE WAY... FUELS THE FIRES... POWERS THE PROGRESS OF AMERICA 
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You need to be fully aware of this important fact: 

Reflation from now on is the basic White House objective. 
longer is in favor. Inflation, preferred to deflation, still is not wanted in 
the virulent, spiraling form that it took during 1947 and 1948. 

Spending, lending, pump priming on a record scale for peacetime will be 
used by Government in an effort to end deflation, to revive moderate inflation. 
; Inflation of the kind wanted is credit inflation, not price inflation. 

f There's to be easier money, with more RFC loans, public housing, easier 
credit for private housing, more foreign aid, big public works, high supports 
for farm prices, bigger spending for armament--and a very big deficit. 


Deflation no 








Wage rates are to be pushed up, moderately, in a fourth round. Higher 
wages are a White House goal. Higher profits are not a White House goal. 

Spending will be speeded, expanded, encouraged. Lending will be, too. 
More loans will be guaranteed for business, for farmers, for builders, for some 
borrowers from abroad. More loans also will be made direct by Government. 

Stock-market revival isn't being frowned upon any more. 

A deficit is accepted as official policy. Budget balancing no longer is 
sought by the President. An unbalanced budget is given a welcome. 

Tax reduction is being invited. Tax increase now is opposed. 

There is a complete reversal of official attitude, a shift from deflation 
as an objective to revived expansion as an objective of Government policy. 























Mr. Truman tried deflation for a little while and didn't like it. A little 


_ deflation was too much for Congress to accept cheerfully. 

Talk of a Truman depression hurt politically. Unemployment, back again, 
wasn't popular. Farm voters didn't like price uncertainties. Price cutting 
proved painful for many businessmen. Britain ran into a crisis after only the 
mildest sort of adjustment in this country. 

Too many troubles go with deflation to suit public officials. 

















Maybe Government can turn business trends around and maybe it can't. 
That's uncertain. But there is going to be a try, a venture into planning. 

All that's happened to date is a shift in attitude, a change in some of the 
credit rules, a revival of public housing, a change in attitude toward tax cuts, 
White House opposition to budget cuts, acceptance or a big deficit. 

Those things are important. They won't result in any sudden end to the 
pressures for more deflation, but they need to be recognized for what they are. 

The signals suggest that the present deflation will not be long or deep. 





Prices will continue to ease for a time. Price inflation, rise in prices 


of commodities, of most things people buy isn't likely again. 
Trend of prices can be moderately downward, or stable, even if activity in 


business does pick up. Price rise goes with a sellers’ market. 
Buyers, not sellers, in any foreseeable shift from contraction in the level 











of business activity to a revived expansion, will tend to call the tune. Immense 
» over 
CA Written for the issue of July 22, 1949, Volume XXVII—No. 4 ( ) 
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NEWSGRAM--TOMORROW-~~ (Continued) F 


productive capacity in U.S. is a brake on future price rises. ; 
Drastic price reduction just is less likely than it was. 4 


In the end, wages will be marked up in a fourth round. 
Round one: 18.5 cents. Round two: 15 cents. Round three: 13 cents. Round 
Four: coming up in big industries, 5 to 10 cents, including any pensions. 





Steel will be forced to raise wages. Autos will tend to go along about in 4 
the pattern of steel. Coal probably will be forced to give something. f ry 


Electrical equipment will hold back but may have to give something. It's i 
the same with farm equipment. And building trades often are getting a raise. ; 

Fourth round isn't to be uniform, however. 

Textiles aren't raising. Shoes are getting by without a raise. Rubber is 
uncertain. Meat packing may avoid a general raise. 

After steel settles there'1l be a pattern fixed, with reopening of many 
negotiations. Round four, getting started, may be the last of the increases 
geared to a pattern. Even this time the pattern will vary widely. 
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Wage increases are going to limit future price cuts. i \ 
Increased prices, however, won't follow wage raises, as a rule. 
Cuts in steel prices, in auto prices, in many other prices are likely to be 
delayed by concessions that will have to be made to workers. 
Strikes, at this stage, would tend to reduce inventories, to tighten the 
supply-demand situation, to ease pressure for price adjustment. Increases in 
rates of pay in a time of falling demand, if there are no big strikes, tend to 
put pressure on profits, but still act as a barrier to big price cuts. 











A tax cut is ahead, in 1950 if not in 1949. 

Tax cutting, when started, will not be confined to the tax on freight. 
Excises are due for reduction on a rather broad scale, maybe early in 1950. 

Cut in income tax rates is improbable for either individuals or business. 

Tax credit for dividend income may be approved next year on limited scale. 
Corporate income now is taxed when earned, then in individual hands when it is 
distributed to stockholders. Idea is to ease that double taxation a little. 

Tax cut is coming even with a budget out of balance. Mr. Truman gave the 
Signal for that by favoring a deficit as an offset to deflation. It does not 
take more than a nod to put Congress in a tax-reduction mood. 








It's doubtful that British troubles are to upset U.S. business much. 

British view is that U.S. will be alarmed enough over loss of trade to rush 
a new supply of dollars to Britain. That's a bad appraisal. 

Buying by Britain of products that can be cut out is not great in U.S. 
British spending in this country will not be reduced greatly by latest moves. 

U.S. isn't to be alarmed or jolted into giving more dollars. 

But: Neither is U.S. going to permit the British to go bankrupt and blow up 
with a bang. There are ways to pump in more dollars now and in the future. 
Stockpiling will be used to increase dollars to Britain. There may be World 
Bank loans, advances from the International Monetary Fund. Export-Import Bank 
probably can find ways to get some more dollars to Britain. 

British troubles, so far as anybody can see, are just about unsolvable. 
Britain simply cannot support herself in the style to which she is accustomed. 

U.S., however, in one way or another, will see that the sheriff doesn't 
move in to take over when the other creditors start to press hard. 














When everything is added up, now that Government policy is clear: 
Trend down in business probably will run its course in 1949. 
Upturn in production, trade, employment, but not in prices, very probably 
may get started early in 1950. By 1951, prosperity seems likely. 
A depression of the long, draggy kind, simply is not indicated now. ° “ 
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2n Arrive prepared. You button things up in short order Arrive relaxed. Tension disappears, cares vanish while 
f. when you go Pullman. Just ask your porter to bring \2 you enjoy yourself in the spacious Pullman lounge car. 


= youa table...and you work in air-conditioned com- == Here you make new friends, relax, pass the time quickly 







fort—free of distractions, completely at ease. and pleasantly. 


How to keep appoiniinents 


trom becoming disappointments | 














“°\ Arrive alert. You rest every one of the 200 bones in >or\ . Arrive on time. It’s a cinch when you travel on de. 
\ your body as you sleep the night through in your soft, (4) pendable, railroad schedules, arrive right in the heart 
clean, roomy Pullman bed. This rest fills you full of > of town, convenient to everything. When you go 

pep and go, keys you up to take the job ahead in stride. Pullman, you keep appointments. 


ITS 6000 BUSINESS TO Go killman 


Vieh the Chtswgs Raiitand Fal: te'"40,, agen tivough THE SAFEST, MOST COMFORTABLE WAY TO GET THERE! 


October 2nd. Don't miss the Pullman Exhibit! 


© 1949, THE PULLMAN COMPANY 


Offers industry these things : 


Over 3,000,000 H.P. generated 

within the state or available thru 

interconnected transmission sys- 

tems. New construction adds new 
generating capacity yearly. State 
regulations of rates make possible a 
cost as low as 1/2 of 1% of total 
production costs. 


TRANSPORTATION 


25 railroads with nearly 7,000 miles of 
main line tracks; 8 airlines; shipping 
over the Great Lakes, Ohio River and 
Chicago Sanitary and Ship Canal to the 
Mississippi; 80,000 miles of state and 
county highways used by more than 
300 motor freight lines. 


LABOR 


93.5% native-born white and 3.5% 
negro population makes Indiana one 
of the finest labor states in the union. 
Indiana labor has been tested many 
times, each time proving itself capable 
of handling the task presented. You 
can do a better job with good labor. 


Because of Indiana’s sound financial 

policy, there is no bonded indebted- 
ness, no debts to be passed on to new 
industries. New companies locating 
in the state will find the equitable 
tax structure of great benefit toward 
establishment of sound future 
business. 


—_es 


Write today for our booklet... 
“Industrial Facts about Indiana.” 
Please give title and com- 
pany name when writing. 


INDIANA DEPARTMENT of 
COMMERCE and PUBLIC RELATIONS 


Dept. 200U « State House Indianapolis, Ind. 











YSTERY AND EXCITEMENT one night 
last week filled the air around Blair 
House, the temporary residence of Pres- 
ident Truman. The setting was perfect 
for rumors. A steady rain beat down on 
Washington’s Pennsylvania Avenue as 
some of the most important men in the 
U. S. Government hurried up the stairs of 
the old house. Among them were the 
men who know the most about the world’s 
biggest secret—the atom bomb. 

For almost three hours President Tru- 
man conferred with such men as Secre- 
tary of State Dean Acheson, Defense 
Secretary Louis Johnson, Vice President 
Alben Barkley, Chairman David Lilien- 
thal of the Atomic Energy Commission, 
the leaders of important committees in 
Congress and others. Photographers were 
banned from the sidewalks in front of 
Blair House. Reporters clustered around 
in the rain, but all they got for their 
trouble was a series of “no comments” as 
the meeting ended. 

In a matter of minutes, rumors and 
guesses covered Washington like the sum- 
mer rain. Some of them were as fantastic 
as they were frightening. Some people 
said the emergency meeting was called 
because Canada was about to cut off 
uranium shipments to the U.S. Others 
insisted that the Government had found 
a major leak of atom-bomb information. 
There were hushed whispers that Russia, 
at long‘last, had the secret of the bomb! 

For hour upon hour, the conference 
wore its shroud of secrecy. White House 
officials from the President down refused 
to talk. And through it all the rumors 
spread. For a short time they died down, 
then leaped alive again as Secretary 
Johnson boarded a Government plane 
and flew to White Sulphur Springs for a 
secret meeting with the U. S. Joint Chiefs 
of Staff. 

Actually, the truth was far simpler 
than the rumors around the meeting at 
Blair House. It was just this: 

During the war, the U. S., Britain and 
Canada entered into secret agreements to 
exchange among themselves certain in- 
formation about atomic research. Those 
agreements had all but been forgotten in 
the rush of world developments since the 
war. Now, however, a committee of 
Congress was investigating the conduct of 
the Atomic Energy Commission, and 
some committee members wanted U. S. to 
make public the terms of the wartime 
deal with the British and Canadians. 

Mr. Truman called the Blair House 
meeting to say “no.” The U. S. is not yet 
ready to take the wraps off the secret ex- 
change agreement and he wanted to tell 
all concerned why. That took the secrecy 
off the nighttime meeting, but it did not 
take the secrecy off the agreement itself. 

Another thing that brought the officials 
together was the fact that Britain now 
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wants to make an atom bomb of its own, 
That puts the U. S. on an uncomfortable 
spot—by wartime agreement America js 
supposed to keep the British informed 
about atomic developments, but under a 
postwar act of Congress it is against the 
law to do so. 

That was the problem President Tru- 
man put to the men who share America’s 
atom secrets. Nobody would say what 
they decided, but one thing was certain: 
Britain was going ahead and make a 
British bomb, with or without the help 


of the U.S. 


LL OVER THE U.S., Americans were 
taking pen in hand last week to write 

to their Congressmen. Their _ letters 
showed they were worried about the 
state of the nation, and about their own 
affairs. Most of them seemed to have two 
big suggestions—cut out spending so 
much until things settle down, and cut 
taxes wherever and whenever possible. 
The sudden increase in the economy 
letters caught Congress and the White 
House at an unhappy time. Senators, 
publicly on record for less Government 
spending, were having little luck finding 
places to make the cuts. There was a 
tendency among them to pass the whole 
thing along to President Truman. And 
the President, listening to his own ad- 
visers, had decided long since that this 





—Harris & Ewing 
MAIL FOR SENATORS 
. .. two big suggestions 


is no time to spend less. To his way of 
thinking, the country needed Govern- 
ment money to keep a business slump 
from becoming more serious. 

But the mail kept coming in. It was get- 
ting so heavy some Congressmen had t 
set up special files to take care of the 
latest word from home. Postmarks, and 
the letters themselves, showed that this 
was no organized pressure campaign. It 
was the ordinary, mine-run taxpayer hav- 
ing his say. 
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“Wish I could skip the next hour, kd” 


MAN IN CAP: Something wrong, Mr. Willard? 
MAN IN HAT: Nothing we can help. It’s just that I’m on 


my way over to see Tom’s family. 

We’re sure going to miss Tom around here. He was a great 
guy. 

Certainly was, Ed. He’d worked here 26 years, you know. 
But somehow, working with him so long just makes it 
harder to talk with his wife. 

Having Tom’s insurance check with you ought to make 
the job some easier. 

That $3000 check is the only good thing about it. I’m 
glad we started our Employee Insurance Plan soon enough 
to help Tom’s family. 

If I know anything about Tom’s family, $3000 will sure 
come in handy. Maybe that boy of his will be able to finish 
college after all. Tom always worried about that. You 
know, Mr. Willard, the men who work here all think 
there’s nothing like this insurance plan of ours. 


=) I’m pretty proud of it, too. But if our Travelers man 


= 


hadn’t shown us how a small company like ours could 
get this Employee Plan of Life Insurance, Tom’s widow 
wouldn’t be getting this check. Till then, I thought only 


=~ a big outfit could afford to carry this kind of insurance. 
3) Our plan costs us only about $415 a year. But it insures 
you and all the rest of our 12 people for $3000 each. 
bof I don’t know much about the money end of the business, 
+ Mr. Willard, but having that insurance makes a lot of 
difference in the way a fellow feels about his job. 
If you have five or more employees, find out about the 
Employee Life Insurance Plan that can be tailor-made to 
your needs by The Travelers. 
Let your Travelers agent or broker show you how Travelers 
experience can help your employee insurance bring you 
the greatest return—in employee satisfaction and in em- 


ployee good will. 


ON ALL FORMS OF EMPLOYEE INSURANCE 
YOU WILL BE WELL SERVED BY 


THE TRAVELERS 


The Travelers Insurance Company, The Travelers Indemnity Company, 
The Travelers Fire Insurance Company, The Charter Oak Fire Insurance 
Company, Hartford 15, Connecticut. Serving the insurance public in the 
United States since 1864 and in Canada since 1865. 











Anne and Tim, the touring kids, with Dad and Mom 

e in tow, and baby brother Steven, knew exactly where 
to go. They always stayed at Statler, for the Statler 
had, they knew, some special tourist services for kids 
and parents, too. 













2 A friendly Statler “Service Aide” helped out in many 
e ways. She told them where to see the sights and helped 
them plan their days. She knew the score on shows and 
such, and where to find the shops, and made them 
feel so much at home the kids exclaimed: “She’s tops!” 





























The Statler had a lot of things the family thought were 
e swell—fresh fruit delivered for the kids—a gift from 
the hotel. The Statler’s famous beds for all (a Statler 
crib for Steve). A sitter for the evening hours so Pop 


and Mom could leave. 
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Tim cried: “The food at Statler’s YUM!” Said Anne, 

e “You mean delicious, we liked the children’s menu, 
too, the silver and the dishes. And Statler gives us free 
balloons!” Said Mom, “That isn’t all . . . the Statler 
will fix formulas for babies that are small.” 
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| HOTEL STATLER 














5. When Anne and Tim, Steve, Dad and Mom were ready 

eto depart, the good box lunch they’d ordered was 
ready for their start. And Statler’s Service Aide was 
there with maps to help them through. (When next 
you take a family trip, won’t you try Statler, too? 
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STATLER HOTELS: NEW YORK (FORMERLY HOTEL PENNSYLVANIA) 
BOSTON BUFFALO CLEVELAND 
DETROIT + ST. LOUIS WASHINGTON 

STATLER OPERATED HOTEL WILLIAM PENN + PITTSBURGH 
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NEW EFFORTS TO SPUR BUSINESS: 
MORE SPENDING, LESS TAXING 


How Truman Plan Aims to Restore Inflation 


Welcome mat is out for infla- 
tion now. Policy shift by President 
seeks to end the downturn be- 
fore it gets more painful. 

Spurs are put to business ac- 
tivity. Government spending is to 
stay high. Credit is becoming 
easier to get. Borrowing is en- 
couraged. Tax cuts are being 
talked. Budget balancing is out. 

Truman plan aims at $300,- 
000,000,000 national income. 


Reflation—revived inflation—is to 
be sought by Government from here 
on out. Deflation, mild and brief, has 
proved too much for the White 
House to accept without trying to 
bring a turn back toward inflation. 

Efforts to reflate, to spur business ac- 
tivity, will take many forms. President 
Truman outlined some of those forms in 
his Midyear Economic Report to Con- 
gress. (For text of Economic Advisers’ 
conclusions, see page 55.) He empha- 
sized the new line further in a radio ad- 
dress to the nation. His planners are busy, 
in Congress and outside, shaping ways to 
shift from the old policy of fighting infla- 
tion to the new policy of seeking its 
revival. 

Everybody will have a direct interest 
in what Government now is to do, Poli- 
cies of Government, basically, will be 
aimed at stimulating a broader use of 
borrowed money, both by Government 
itself and by private individuals and in- 
dustry. The plan to revive prosperity, the 
President predicts, eventually will lead 
to a national income of $300,000,000,000. 
In the boom year 1948, the level of in- 
come was $225,000,000,000. 

Whether the President’s forecast will 
come true remains to be seen, Forces of 
deflation may be hard to reverse. But 
Government policy is to be aimed at 
bringing some degree of inflation back. 

The plan, much of it assured of a 
trial, has several sic2s, all intended to 
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turn business activity upward. This time, 
however, the expressed hope is that, if 
the plan succeeds it will not result in a 
new inflation of prices. The objective, in- 
stead, is an expanded use of credit. 

Spending by Government is to be 
held high. Mr. Truman is opposed to an 
attempt to reduce it. He wants at least 
$3,000,000,000 of federal money to be 
spent on public works in the year ahead. 
Big military spending is to be continued, 
though not for its pump-priming effect. 
Altogether, Mr. Truman favors record 
peacetime spending of $42,000,000,000 
in the vear that started July 1. 

A deficit—Government outgo greater 
than its income—is accepted by the Presi- 
dent as necessary. He is not alarmed at 
the prospect of a deficit amounting to 
more than $5,000,000,000 in the year 
ahead. He is not yet going along with 
some planners, however, that the deficit 
should approach $15,000,000,000. 

Tax increase is opposed, where it had 


been favored only recently. Tax easing, 


which had been opposed, now is recom- 
mended. Reduction is sought by the 
White House specifically in the case of 
the tax on freight. A hint of this kind, 





PRESIDENT TRUMAN 
... his planners are busy 


coupled with a suggestion for more 
liberal treatment of losses by corporations, 
is all that Congress needs to start a 
major operation on tax laws in 1950. 
(See page 40.) 

Easier money is an immediate objec- 
tive of Government policy. Installment 
credit since July 1 has been free of con- 
trols. Funds available for lending by 
banks are higher than they were before 
that date. Margins required for stock 
purchases now are 50 per cent, where 
they were 75 pér cent last winter. Stock- 
market revival is viewed with White 
House favor. (See page 36.) Financing 
policy of Government no longer is aimed 
at making money tighter. 

Those are a few of the policies aimed 
at reflation. 

Other parts of the reflation plan are 
in the works, either approved and about 
to be carried out, or nearing approval. 

Housing, public and private, is to be 
encouraged on a big scale. The official 
goal is annual construction of 1,500,000 
dwelling units of all kinds. 

Public housing is approved by Con- 
gress and soon will be under way. In the 
year that began July 1, the outlook is for 
a start on projects containing at 
least 50,000 units. Later the rate 
of building may rise to 200,000 
units a year. 

Farm homes are to get spe- 
cial attention. Farmers will have 
the right to borrow directly from 
the Government to build new 
homes or to modernize old ones. 

Private builders will have ac- 
cess to more liberal credit terms 
than are open to them now, in a 
new housing plan that Congress 
is expected to approve before go- 
ing home. Veterans, if this bill is 
approved, will get the right to 
borrow directly from the Gov- 
ernment in case other loans are 
not available. There will be eas- 
ier credit terms for low-priced 
homes, The bill also provides for 
loans to schools and colleges, at 
low interest rates, to build dor- 


Acme mitories. 


From these plans, it is evident 
that construction of housing will 
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THE FARMER BALANCES HIS BOOKS 
Against the debits—Government dollars 


be one of the main supports for any new 
boom, 

Planning for revived prosperity goes 
beyond all that. 

Businessmen are to find a more lib- 
eral attitude taken by the Reconstruction 
Finance Corp. when they look for loans 
that they cannot get from banks. Mr. 
Truman wants Congress to give the RFC 
authority to make loans with longer 
maturities than are now permitted by 
law. (See page 42.) 

Farmers are to be assured of con- 
tinued price supports on many of their 





FILING UNEMPLOYMENT CLAIMS 


major products at or near 90 per cent of 
so-called “parity.” This means that farm 
income will continue to be bolstered by 
Government dollars. 

Wage earners are to get some in- 
crease in hourly pay rates, if the Govern- 
ment can have its way. The White House 
is encouraging a fourth round of wage 
increases by moving toward a recom- 
mended plan for settling the wage and 
pension issues in steel. 

A minimum wage of 75 cents an 
hour is wanted, too, but Congress is balk- 
ing at a wage base that high, It may 


-Castens 


Larger insurance payments are a possibility 
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raise the base from the present 40 cents 
an hour to 60 or 65 cents. 

Unemployed will continue to get ip. 
surance payments. Mr. Truman asked 
Congress to authorize larger insurance 
payments to unemployed workers through 
States and to extend the law providing 
special payments for jobless veterans at 
$20 a week for as long as 52 weeks, 

Dividends on GI insurance totaling 
nearly $3,000,000,000 already are slated 
to be paid, beginning early next year, 

Those plans are intended to spread 
dollars within the United States. 

Abroad, the flow of dollars from 
U. S. is to continue. 

Aid to Europe through the Marshall 
Plan will go on, though the total may be 
trimmed by Congress. ; 

Special help to Britain will be given, | 
Plans are now being shaped to channel | 
dollars to Britain through the Inter. | 
national Monetary Fund and the World | 
Bank, as well as in other ways. 

Stockpiling of strategic materials can 
send $1,000,000,000 in U.S. money to 
producers in other parts of the world, 
(See page 13.) 

Underdeveloped areas will be aided 
with U.S. capital, in line with Mr. Tre. | 
man’s “Point 4” program. Congress is | 








being asked to authorize the Export. | 
Import Bank to guarantee private inves 
tors against the special risks involved. 

What you get, when it is all added up, 
is a broad plan by Government to bring 
about reflation, after a brief experience 
with deflation. 

Dollars are to be pumped into busi 
ness at many key points. Some of these 
dollars will come from the U. S. Treasury 
in the form of loans or subsidies. Some 
will come from banks or other lending 
institutions. In many cases, Government 
guarantees will tap sources of private 
dollars that otherwise would be idle. 

There is no assurance that dollars wil 
flow fast enough to stop deflation at 
once. Weak spots in the economy still 
exist. Price adjustment is not yet com 
plete. Britain’s dollar troubles may shove 
some prices in U.S. into new declines 
Unemployment and _ short hours hur 
purchasing power. Private investment 
may slow further before it revives and 
brings new business spending for plant 
and equipment. 

If the drive against deflation now be- 
ing launched does not succeed, more and 
stronger measures are likely to be pro- 
posed. Debt is not viewed at the White 
House or in Congress with the same con- 
cern that it was in times before the 
1930s. Money now is used freely as a 
prop for prosperity. What is happening 
gives new proof that people no longer 
want to stand the pain of long-drawn-out 
deflation. They like at least a little infla-f 
tion better. , 
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U.S. STOCKPILING AIDS BRITAIN 


But Sterling Area Doesn‘t Get Major Share 


Buying up strategic materials 
by U. S. offers some dollar help 
to Britain, but not a lot. It won't 
solve everything. 

Rubber and vital metals are 
available in the Empire. But many 
producers of materials are bid- 
ding for U. S. contracts. 

Stockpiling, now going on, 
means $1,085,000,000 in future 
buying by U. S. But British Empire 
doesn't get most of it. 


Stockpiling of raw materials by 
the U.S. is being suggested as one 
way this country can help Britain get 
more dollars, now so scarce. 

The idea is for U. S. to buy more rub- 
ber, more tin, more fats and oils, more of 
other materials and to put those ma- 
terials into storage for future emergency 
use. In this way the British, and others 
with raw materials to sell, could get 
dollars quickly while U.S. got larger 
stores of essential minerals. 

Actually, a national-defense stockpile 
program already is operating. 

Stockpiling funds available for the 
year started July 1 total $1,085,000,000. 
There is $315,000,000 in cash for new 
purchases in world markets, and $250,- 
000,000 is to be paid out as materials 
ordered last year are delivered to U.S. 
warehouses. In addition, the U. S. Muni- 
tions Board, which runs the program, can 
sign new contracts for $520,000,000 
worth of materials to be delivered in 
1950 or later. The Munitions Board ob- 
viously is one of the world’s best custom- 
ers for raw materials. 

But many producers of materials are 
bidding for Munitions Board’s orders. A 
share of the cash, anywhere from 10 to 
30 per cent, will flow to U.S. producers 
of minerals. Canada will get another por- 
tion of the funds. South American nations 
will get a slice of stockpiling dollars. 

Money left to spend for materials pro- 
duced in the British sterling area, where 
the need for dollars is most acute, may 
not exceed $250,000,000 in cash during 

the next year. British territories undoubt- 
edly will get a big share of the $520,000,- 
000 available for new long-term contracts, 
but those contracts will not begin to bring 
in dollars until late 1950. 
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U. S. buying, in relation to what 
Britain offers, shows how the British 
problem shapes up. 

Rubber is the only stockpiled British 
commodity for which purchases are on a 
big scale. Last year, industry and the 
Munitions Board imported $309,000,000 
worth of rubber for all purposes. British 
Malaya and Ceylon supplied $215,000,- 
000 of that. This year, the Munitions 
Board will buy more natural rubber be- 
cause stocks on hand, mostly left from 
war, are deteriorating. Probably $50,- 
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BRITISH RUBBER ARRIVES IN NEW YORK 





material that can be stored easily and in- 
definitely. The scale of buying is up to 
the Munitions Board. South Africa is the 
only source of any consequence. 

Manganese exports to U.S. from 
India and Africa reached $10,000,000 last 
year, A big increase is planned. Russia, 
normally supplying one third of U.S. 
manganese, stopped shipments of both 
manganese and chrome in April and 
May. As a result, U.S. will speed up its 
efforts to buy more from British sources, 
and aid expansion of their output. 


: EY 
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Sales to U. S. bring the Empire some dollars—but not enough 


000,000 will be spent for natural rubber 
to go in the stockpiling during the next 
12 months. 

Rubber exports would be_ bringing 
Britain many more dollars if the U.S. 
synthetic-rubber industry had not been 
created in wartime. That industry can, if 
necessary, meet almost all U.S. rubber 
demands. The price of natural rubber is 
now, less than in 1939. 

Tin is the next most valuable strategic 
material produced in British territory. 
Last year British Malaya sent the U.S. 
$71,691,000 worth of tin, This year, tin 
is a surplus on world markets. Stockpile 
purchases probably will be expanded, 
but orders have to be shared with Bolivia 
and the Netherlands East Indies. 

Industrial diamonds sold to the U. S. 
brought $26,704,000 to the sterling area 
last year. This is an example of a strategic 


Uranium may some day bring in dol- 
lars to Britain, but that is not happéning 
now. Canada and Belgian Congo are the 
only sources for U. S. overseas. However, 
South Africa’s gold ores look promising 
as a source of uranium, and discussions 
are starting about future development. 

Mica, lead, copper, pepper, chromite 
are some of the other materials now 
being stockpiled, in which British exports 
to U.S. have been running between 
$5,000,000 and $10,000,000 a year each. 
Many other things are produced in the 
British Commonwealth that the U.S. 
needs, but their dollar value is not great. 

As matters stand, stockpile buying 
from the British Empire is not on an 
enormous scale. Unless policies change 
drastically, stockpile purchases probably 
never will be a major source of additional 
dollars for Britain. 
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ANOTHER CRISIS IN ENGLAND: WHY 


How to make more money, 
and spend less, is Britain's prob- 
lem. In simple terms, Britons are 
living beyond their means. 

Despite U.S. aid, Labor Gov- 
ernment is spending money faster 
than it can be earned in every 
area of the world. 

The drain is critical now, and 
sales of British goods are slow- 
ing. But odds are U.S. will try 
again to bail London out. 


Britain, in trouble, is suffering from 
the rather common ailment of not 
being able to earn enough to pay her 
bills. 

Troubles of Britain, in graphic 
form, are presented in the chart. The 
British people, in April, were spending 
more than they earned in every area of 
the world. : 

In the Western Hemisphere, where 
most purchases have to be paid for in 
U.S. dollars, the British are running 
into the red, at the April rate, by $1,340,- 
000,000 a year. 

In the Empire, where British pounds 
can be used, red ink is piling up at a 
rate of $235,000,000 a year. 

In the rest of the world, British pur- 
chases of goods exceed sales of British 
goods by $514,000,000 a year. Not many 
dollars are needed to pay this bill, but 
Britain must have other currencies. 

Altogether, Britain is running short in 
trading accounts by some $2,000,000,000 
a year. Some of these bills for goods are 
met by services performed for other 
countries. The British run shipping lines, 
sell insurance, operate banks and realize 
some money from tourists. They also 
have some earnings from overseas invest- 
ments. They expect to earn almost $1,- 
000,000,000 this year from these enter- 
prises, but have overseas expenses, too, 
that run around $750,000,000 a year. So 
the British don’t net much from services. 

it is dollars that the British want 
most. They are getting about $1,000,- 
000,000 a year from the Marshall Plan, 
and for a while that appeared to be 
enough to tide them over. Then, sud- 
denly, the United States stopped its 
heavy buying from Britain and the Em- 
pire. Sales of cocoa from British Africa, 
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Reported from LONDON 


of rubber and tin from Malaya, of wool 
from Australia, jute from India are down 
by almost 50 per cent. British automobile 
sales to America are down to a fourth of 
what they were. Sales of farm imple- 
ments in the U.S. market are almost to 
the vanishing point. 

This sharp drop in Empire sales to 
people who paid in dollars pointed up 
Britain’s problem. Marshall Plan dollars 
met only half of the Empire’s deficit in 
the April-June period of this year. Gold 


‘ 


and dollar reserves of the Empire in June 
fell to $1,624,000,000, and $2,000,000,- 
000 is regarded as a danger point. 

The problem now is being tackled 
by Sir Stafford Cripps, Chancellor of the 
Exchequer and director of Britain’s so- 
cialist economy. He has conferred with 
U.S. Treasury Secretary John W. Sny- 
der. He has met with finance ministers 
of British Commonwealth countries in an 
attempt to find a way to earn more 
money. He has decreed that dollar 
spending must be cut to the bone. 

Buying less is one solution to the 
British problem. But that means, eventu- 
ally, lower standards of living in the 
British Isles. The British get most of 
what they eat from abroad. They like 
Virginia tobacco. They buy cotton to 
make cloth, iron to make steel, metals to 
make all sorts of products. They have to 
buy to produce, because the British Isles 


themselves yield few raw materials. So, 
if the British buy less, they are likely to 
produce less and consume less. 
Selling more is another remedy sug- 
gested by Sir Stafford. One trouble with 
sales, however, is that British costs are 
high and rather rigid. Socialism promises 
many benefits that have to be met by 
taxes, which add to costs. British work- 
ers, even now, are demanding higher 
wages and resist speed-up in production 
per man. A Labor Government has to 
heed demands for social benefits or risk 


being thrown out of office. All this helps | 
to make British goods high priced in | 


world markets. 

The Chancellor also urges British in- 
dustry and British workers to improve 
efficiency and get costs down that way. 
Efficiency has suffered in England. From 
1935 to 1948, output per man per year 
declined 10 per cent in cotton spinning, 


5 per cent in cotton weaving, 4 per cent | 
in paper production. In the steel indus- | 


try, output per man declined 6 per cent 
from 1937 to 1948. Improvement is 


noted in the shoe, cement and woolen | 


indusiries. 

But British factories are not geared to 
the cost-cutting mass-production meth- 
ods of the U.S. Many are less efficient 
than those of Belgium and Germany, 
now competing with British goods for 
European markets. Improved efficiency 
in Britain looks like a long-time project. 

A lower value for the pound is a sug: 
gestion put forth by the U.S. Treasury, 
among others. That would lower world 
prices of British goods without immedi- 
ately upsetting internal prices. But it 
would also increase British costs. They 


would have to pay more pounds for the] 


things they import. So disadvantages of 
a lower pound might rapidly cancel the 
advantages. 

More borrowing is still another de- 
vice, but this has been tried. Britain has 
received some $6,000,000,000 since the 
war without noticeably improving her 
position. Now Chancellor Cripps and 
Secretary Snyder have concluded that it 
will take more than loans to solve the 
problem. 

One proposal is to step up U. S. spend- 
ing in the British Empire by more stock- 
piling for American security. (See page 
13.) Another is to use resources of the 
Export-Import Bank, World Bank and 
Monetary Fund. Outlook is that more 
dollars will be forthcoming to Britain in 
one way or another. 
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What’s Wrong With Britain (On Basis of April Trade ) 


Britain buys from U. S. 
and Western Hemisphere 





$2,200,000,000 a year 





Britain sells to U. S. 
and Western Hemisphere 


$860,000,000 a year 





Britain requires additional 
dollars of about 





$1,340,000,000 a year 





Britain buys from the 
Empire, outside Canada 


$3,811,000,000 a year 





Britain sells to 
other Empire countries 





$3,576,000,000 a year 


Britain needs to pay 
additional British pounds 


$235,000,000 a year 








Britain buys from 
rest of world 


Britain sells to 
rest of world 





$2,938,000,000 a year 





$2,424,000,000 a year 





Britain needs 
other currencies 





“a 


$514 000,000 a year 


>. ¢ Britain falls short by about $2,000,000,000 a year in earning her way by produc- 


tion and trade. 


She makes up some of this from tourists, shipping, overseas invest- 


ments, but she also has overseas expenses, such as occupation costs. 


* Major problem is dollars. Britain and the Empire are spending far more dollars 


than they earn. 


Marshall Plan meets only half this. 


* Remedy: Buy less from U. S. or sell more to U. S. 


Dollar deficit recently jumped to a rate of $2,500,000,000 a year. 


* Dilemma: Britain can’t produce and sell more without buying more. She imports 


most of her food and raw materials. 
for British goods to compete successfully in world markets. 
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And British costs and prices are proving too high 
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MILLIONS IN A FEDERAL RULING 


Whisky Decision Shows Power of Officials 


Businessmen are finding they 
can't take their eye off Govern- 
ment. A ruling by Washington 
can make or break a company. 

Whisky barrels help tell the 
story. Order allowing old kegs 
for new means big profit to some 
distilleries, big loss to others. 

New rules keep turning up un- 
expectedly. Government, branch- 
ing out, has more and more to 
say about how a business is run. 


How Government, expanding its 
power and scope, influences the fate 
of business is coming to light in more 
and more ways. 

A snap decision of a high official can 
influence the spending of hundreds of 
millions of dollars—and determine which 
company or which industry gets the 
money. What a board decides will deter- 
mine whether a company is to stay in 
business with a Government loan or shut 
down, bankrupt. The finding of a minor 
official can determine who gets a valu- 
able television license. It is the word of 
an employe of Government that often de- 
cides what rates a company can charge, 
how much profit it may keep. 

Businessmen, day by day, are 
bumping against Government regu- 
lations that determine what they 
can do, or influence their chance 
to make a profit. The whim of an 
official well down the line may 
make the difference between suc- 
cess for one company and failure 
for another. Valuable rights and 
privileges are being passed out or 
denied every day by Government 
on a scale that steadily grows. 

An example of how Government 
can tangle up business is being pro- 
vided by the recent experience of 
the distilling industry. An appar- 
ently routine Government decision, 
not one made at the top level, sud- 
denly changed the value of at least 
$84,000,000 worth of whisky in- 
ventory, greatly benefited some 
firms at the expense of others, and 
has caused an uproar within the 
industry. 

What happened in the particular 
instance is this: 
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For years, U.S. whisky makers have 
aged their product in new charred-oak 
barrels. Cost of these barrels has been 
a substantial part of production costs. 
Idea is that the raw whisky extracts 
something from the charred oak of new 
barrels, and the reaction produces a 
superior product. This tradition of using 
only new barrels for aging has been 
guaranteed, since 1936, by a regulation 
of the Treasury Department’s Alcohol 
Tax Unit, one which requires labels on 
whisky bottles to claim as the product's 
age only the number of years spent in 
such new barrels. 

In wartime, however, priorities for 
making these oak barrels were low and 
the supply dropped out of sight. After 
war's end, production of whisky-aging 
barrels was limited because an OPA 
price ceiling made them unprofitable to 
build. Some liquor firms then bought out 
cooperage concerns in order to build 
their own barrels. But other distillers 
decided to re-use barrels, that is, to age 
their whisky in barrels that had been 
used for that purpose before. This saved 
those distillers up to 45 per cent in the 
initial cost of producing whisky. 

It was inevitable that holders of this 
inventory of whisky in used barrels should 
try to get full age credit on their labels 
for the time their product was aging in 
old barrels. An effort was made in 1947 
to get the existing Government regula- 


~ 


AGING WHISKY 


«+. @ snap decision can change its value 


tion changed so that whisky aged, say, 
two years in re-used barrels and one year 
in new barrels could be labeled “three 
years old.” In that case, it would be 
labeled just the same as whisky that had 
spent three years in a new barrel. 

That effort got nowhere. A deputy in 
the Bureau of Internal Revenue re 
sponded that such a change in Govern 
ment regulations would be highly im 
proper. It would, he said, deceive the 
public. Moreover, it would apply only 
to whisky produced in a short period 
when barrels were scarce—whereas, if 
the idea were sound, it should apply to all 
whisky. His final point was that such a 
change would have to be retroactive, 
applying to whisky produced in the past, 
and therefore capriciously altering the 
relative values of all whisky then in 
storage. 

Now, two years later, this same official 
suddenly has issued the very order he 
turned down in 1947, changing the Goy. 
ernment regulation to permit full age 
credit for whisky stored in used barrels 
during the production period of 1944-46 
This was done without preliminary hear 
ings. No notice was given beforehand i 
the Federal Register, as normally re 
quired by the Administrative Procedure 
Act. The order was not approved by, a 
apparently even shown to, the Secretary 
of the Treasury. 

Yet, by having the standard by which 
whisky is usually judged refer td 
two different types of processing, 
industry representatives claim, thé 
ruling has changed the value o 
nearly all whisky stocks. Millio 
of dollars are involved. Result i 
said to be lowered values of inven 
tories for some and increased value 
of inventories for others. Bankers 
who accept whisky warehouse re 
ceipts as collateral for working 
capital loans, also are affected. 

In this case, reaction from the 
industry has been violent enough 
to cause a suspension of the recen 
Government order and scheduling 
of a series of hearings before a 
final decision. 

But, whatever the final outcome, 
a single Government decision is t@ 
have a basic effect on the multi- 
billion-dollar distillery industry, 
just as hundreds of other Govern 
ment decisions are having a biggef 
and bigger effect on the fortunes of 
other businesses all over the U.S, 
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THE 


Lowest Priced Car with GM 
Hydra- Matic Drive 
Completely New Bodies 
by Fisher 


Pontiac Famous Improved 
Straight Eight and 
Six Cylinder Engines 


PONTIAC MOTOR 


DIVISION of 


ONTIAC 





MOST BEAUTIFUL THING 


ON WHEELS 





A Mandout 


IN Any Compan V 


You can’t help looking twice, whenever 
you see the “Silver Streak’? beauty of a 
new Pontiac—and you see Pontiacs every- 
where, in the finest of company! 


It’s no wonder Pontiacs stand out. You 
find something to admire wherever you 
look —brilliant exterior styling, luxurious 
comfort in their new Bodies by Fisher, 
performance so agile and effortless that 
every mile seems shorter and smoother. 
And, like all Pontiacs, these new beauties 


are outstanding for dependable, economi- 
cal service, too. You can depend on years 


and years of pleasurable driving with 
only routine maintenance attention. 


A great many people are astonished that 
Pontiac costs so little. For Pontiac is 
America’s lowest priced straight eight —and 
the lowest priced car offering the driving 
convenience of General Motors Hydra- 
Matic Drive.* 

These are some of the reasons you see so 
many new Pontiacs everywhere—and 
why you, too, will be proud to own one. 
Your nearest Pontiac dealer will give you 
all the details. 


*Optional on all models at addi*ional cost. 


GENERAL MOTORS CORPORATION 








THE ONLY COMPANY DOING AN 


WHEN YOU NEED 


Gasoline made from natural gas will soon flow from 
the Carthage Hydrocol plant in Texas. The process 
gives off so much heat that the engineers called for 
cooling water amounting to a river 20 feet deep, 
225 feet wide moving at 414 feet a minute. 

Pacific Pumps was assigned to build six pumps 
because it has unequalled facilities for tailor- 
made jobs. The pumps are vertical centrifugals of 
monel and steel, lifting 144,000 gals. per minute of 


DRESSER Mfg. Company, Limited 
Toronto, Ont., Canada 


BOVAIRD & SEYFANG Mfg. Co. 
Bradford, Pa. 


CLARK Bros. C 


Olean, New York 


DRESSER Mfg. Div 


Bradford, Pa. 


From well to refinery 
for the Oil Industry— 
From source to consumer 
for the Gas Industry 


— INTERNATIONAL Derrick & Equipment Co., 
Beaumont & Dallas, Texas; Torrance, Callif.; 
Columbus, Marietta & Delaware, Ohio 


TO LIFT A RIVER 


salt water, some of the largest ever built. Dresser 
Industries got the job because it is big enough and 
versatile enough to design the equipment required. 

The Biggest Jobs Are Going to Dresser. For in- 
formation on these or any centrifugal pumps, with- 
standing any kind of corrosion, any temperature, 
or pumping any heretofore unheard of volume, 
write to Dresser Industries, Inc., Terminal Tower, 


Cleveland, Ohio. 


KOBE, Inc. 
Huntington Park, Calif. 
PACIFIC Pumps, Inc. 
Huntington Park, Calif. Cine 
ROOTS-CONNERSVILLE Blower Corp. Stacey-Dresser 


Connersville, Ind. Cleveland, 


SECURITY Engineer 


hittie 


OVER-ALL JOB= 


DSi Fie 
NDUSTRIES, INC. 


TERMINAL TOWER * CLEVELAND 13, OHIO 




















: WHERE DO YOU BUY? 


Shopper’s Luck Depends on City and Store 


Where a family lives sets the 
tize of the grocery bill. Average 
prices, nation-wide, are hard to 
find for most shoppers. 

Take bacon. It averages 67.4 
cents a pound. But it costs 71 
cents in Denver. New Haven 
housewives get it for 43 cents. 

Big point is that averages con- 
ceal a wide range of prices that 
vary from city to city, store to 
store. 


Housewives, watching day-to-day 
prices and tallying monthly bills, 
often coniplain that they can’t see 
the lower prices the Government 
tells about in its reports. They want to 
know where all the bargains are to 
be found. 

Because the Government issues na- 
tional price indexes, the idea prevails that 
prices should be uniform across the 
country and in all types of stores. Actu- 
ally, an examination of Government data 
shows that prices vary widely between 
communities and even within commu- 
nities. That is true of food, of clothing, of 
rents, of almost all things that go into 
the family budget. 

Food costs show a wide range from 
the averages reported by the Bureau of 
Labor Statistics. 

Bread, for example, averages 14 cents 
for a 1-pound loaf. But BLS finds that 
the average in San Francisco is 15% cents 
and that a careful housewife in Denver 
can find bread for 7% cents—half what it 
costs the average San Francisco house- 
wife. Bread can be found at 12 cents in 
Washington, D.C., Mobile, Ala., Fall 
River, Mass., and Charleston, S.C., al- 
though average prices in those cities are 
from 1 cent to 3 cents higher. 

Round steak, too, shows wide swings 
in price. Careful shoppers in Kansas City 
and Cleveland could find round steak at 
59 cents a pound the last time BLS 
checked, But the best buy in Houston 
was 83 cents, In Boston and New Haven, 
round steak varied from a low of 79 to 
an average of 90 cents a pound. The 
average price for the country is 81.3 cents 
a pound, 

Bacon has variations almost as wide. 
The average price is 71 cents a pound 
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SHOPPING FOR GROCERIES 
. . what‘s expensive in Bridgeport may be cheap in Dallas 


or better in Denver, New York, Salt Lake 
City, San Francisco, Seattle and Wash- 
ington, D. C, But bargain hunters in New 
Haven can get it for 43 cents; in Buffalo 
and Rochester, for 45 cents. The national- 


" average bacon price is 67.4 cents a pound. 


Eggs to go with the bacon are sub- 
ject to seasonal price variations. At last 
reports, eggs sell on the average for 63.6 
cents a dozen, But housewives in Spring- 
field, Ill., can find eggs of comparable 
grade at 40 cents a dozen. In New York 
the average price is 72.3 cents, with a 
low of 59 cents, 

Milk costs 20.8 cents a quart on the 
average. In Jacksonville, Fla., however, 
no milk can be found cheaper than 25 
cents a quart, while in Minneapolis it is 
16.5 cents. In New York it is 23 cents a 
quart; in Cedar Rapids, Ia., and Kansas 
City, 18 cents, 

Butter has dropped from its postwar 
peak to an average of 71.7 cents a pound, 
but in Cedar Rapids it’can be bought 
for 56 cents. Average butter prices range 
from 65.4 cents a pound in Peoria to 77.3 
cents in Charleston. 

Fruits and vegetables vary in price 
according to season and location. Apples 
cost an average of 16 cents a pound in 
latest BLS figures, but prices vary from 
a low of 5 cents in Indianapolis to an 
average of 20 cents in Houston. Oranges 
range from 22 cents for the cheapest 
dozen in Jacksonville, to a high average 


of above 63 cents in Denver and Wichita. 
Carrots go from a low of 3 cents a bunch 
in Washington, D. C., and Dallas to a 
high average of 12.4 cents in Bridgeport, 
Conn. 

Canned goods, which often are 
thought to be standard in price, show 
similar variations. Government price 
testers find that the average price for 
peaches, No. 2% can, is 32% cents, but 
that actual prices vary from 23 cents to 
49 cents. Canned tomatoes cost 15.8 
cents for a No. 2 can on the average, but 
prices range from a low of 11 cents in 
some cities to a high of 25 cents. 

One thing that Government analysts 
have found, however, is that prices tend 
to average out city by city. Where one 
item is high, another may be low. The 
BLS “market basket” for New York, for 
example, is $7.91 at the lowest prices 
available for each item in that city, and 
$8.63 in San Francisco—a difference of 
only 72 cents. 

Varying costs are found in family- 
budget items other than food. Rents 
differ from city to city. An apartment that 
rents in San Francisco for $75 a month 
would bring $125 or more in New York. 
Some mail-order houses have made sub- 
stantial cuts in clothing prices, but autumn 
prices generally are holding up. 

When prices are averaged for specific 
items, most families find that prices they 
pay don’t fit into the average. 
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Labor Carries 1950 Fight to Farms 


Drive Begins for 20 More Seats in Congress 


Labor, beaten on big issues in 
Congress, is starting early to try 
to win a majority in the 1950 
elections. 

Get-out-the-vote drive already 
is under way in picked districts. 
Campaign fire will center on 
labor opponents. 

Union leaders figure a switch 
of 15 House seats, five Senator- 
ships, will give them control, 
assure a labor program. 


Labor now is laying plans to wage 
an all-out battle at the polls for con- 
trol of the next Congress. Labor lead- 
ers figure that about the best they can 
do in this Congress is to hold their 
ground. They expect to make little 
progress toward changing labor laws 
and broadening social security. So they 
are taking their fight to the polls. 

As it stands, President Truman’s pro- 
gram edges forward one day, slides back 
the next. Neither Fair Dealers nor their 


opponents have clear control of Congress, 
although on many issues the odds are 
with the anti-Fair Dealers. When they 
stand together in a two-party coalition, 
they can block the Fair Deal program; 
when they divide, as on housing, it goes 
through. On many issues, they stand to- 
gether. 

Using the House and Senate votes on 
repeal of the Taft-Hartley Act as a yard- 
stick, labor leaders figure that they need 
to win 20 seats to have clear control of 
the 82d Congress—5 additional seats in 
the Senate and 15 more in the House. 
And, with a view to capturing these 20 
seats, labor is beginning now to raise 
money and get its members registered for 
next year’s congressional campaign. 

The plans are being laid carefully. 
Efforts are being made to bring labor 
and the farmer closer together to capital- 
ize on the combination of farm-labor 
votes that worked so well last year in 
giving States such as Illinois, Wisconsin 
and Ohio to Mr. Truman. 

Labor unions will have booths in 
county and State fairs this autumn to 
give literature and balloons to farmers 
and their children. Much literature is 
being mailed out to farmers to tell them 
that they have a common interest with 


city workers. Union leaders and the 
leaders of farm organizations are getting 
together to talk over plans. : 

Inside labor organizations, a great 
surge of activity is moving toward elec- 
tion. Campaign funds are being raised in 
$1 contributions from union members. 
The voting records of all members of 
Congress are being put into the hands 
of members. Union membership lists are 
being checked against registration lists, 
Union stewards are urging their shop 
members to register. The big drive is on. 

Labor leaders say they realize that they 
are fighting a common tendency of mid- 
term elections to turn up with a light 
vote and a reaction against the party in 
power. Moreover, they say, they have as 
many friends whose seats they want to 
save, as enemies whom they want to beat 
in the election. ; 

In this election, as in the past, labor 
will try to work through both parties. 
But it has a bigger stake in the Demo- 
cratic Party than in the Republican. In 
the Senate, it counts 8 Republicans and 
36 Democrats as friends. In the House, 
its friends are 1 American Laborite, 22 Re- 
publicans and 180 Democrats. 

In the Senate races that are coming 
up next year, labor has 9 especial Repub- 






































Special Targets of Labor: 
: Senators Marked for Attack in 1950 Elections 
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Labor’s League 





AFL'S KEENAN 





—CIO-PAC 


ClO‘S KROLL 





—Harris & Ewing 


MACHINISTS’ HAYES 


. .. labor is pooling its brain power to make gains in 1950 


lian targets. If it could win 5 of these 9 
seats, without losing seats now held, its 
friends would hold 49 of the 96 seats and 
the Fair Deal program could be put 
through. 

These especial targets are Senators 
Homer E. Capehart, of Indiana; Forrest 
C. Donnell, of Missouri; Chan Gurney, 
of South Dakota; Bourke B. Hicken- 
looper, of Iowa; Eugene D. Millikin, of 
Colorado; Clyde M. Reed, of Kansas; 
Robert A. Taft, of Ohio; Alexander 
Wiley, of Wisconsin, and Milton R. 
Young, of North Dakota. : 

Of these, the best hopes lie in Iowa, 
Colorado, Missouri, Ohio and Wisconsin, 
all of which were carried last year by 
Mr. Truman. The best chances are in 
Missouri and Wisconsin. These were car- 
ried by Mr. Truman by the biggest mar- 
gins last year. 

Among the others, Senator Capehart is 
in the greatest danger. Democrats won 
the Governorship in Indiana in the 1948 
campaign and narrowly missed carrying 
the State for Mr. Truman. Labor is 
organizing stoutly against Mr. Capehart. 
Senators Gurney, Reed and Young are 
in little danger. They come from States 
that are predominantly rural, where labor 
finds it hard to fight on a State-wide 
basis, 

On the other side of the picture, labor 
has many friends up for election next 
year. With the 9 Republican targets, 
there are 8 Democrats and a Republican 
whom labor looks upon as friends, whose 
seats are in danger. 

These are: Senators Lister Hill, of Ala- 
bama; Olin D. Johnston, of South Caro- 
lina; Brien McMahon, of Connecticut; 
Scott W. Lucas, of Illinois; Francis J. 
Myers, of Pennsylvania; Claude Pepper, 


JULY 22, 1949 


of Florida; Glen H. Taylor, of Idaho, and 
Elbert D. Thomas, of Utah, Democrats, 
and Wayne Morse, of Oregon, a Repub- 
lican. 

In four of these cases, the big fights 
will be in the primaries. Once Senators 
Hill, Johnston and Pepper get renomi- 
nated by the Democrats in their home 
States, they will have a clear track. The 
same is true of Senator Morse and the 
Oregon Republicans. But both Senators 
Hill and Pepper had rough roads to 
renomination in 1944. Senator Johnston 
faces the threat of a contest with Gov- 
ernor J. Strom Thurmond, who carried 
South Carolina for the States’ Rights 
Democrats last autumn. And Senator 
Morse has not had the backing of the 
G.O.P. organization in his home State. 

Senator McMahon’s State of Con- 
necticut is a pendulum State that in re- 
cent years has swung to the Democrats 
in presidential years, and away from 
them in mid-term elections. Illinois is 
always a battleground that often elects 
a Republican Senator in mid-term elec- 
tions. Senator Myers is running in Penn- 
sylvania at a time when the State is hav- 
ing a Republican resurgence; it went to 
the Republicans last year. Senator Taylor 
broke away from the Democrats to run 
on the Wallace Progressive ticket last 
fall; he must make peace with his own 
party and faces a hot election fight if he 
succeeds. And labor leaders hear that 
Senator Thomas may expect trouble in 
Utah. 

On the House side, labor's biggest 
hope of winning seats lies in Massachu- 
setts, Connecticut, New York, New Jer- 
sey, Pennsylvania, Ohio, Indiana, Illinois, 
Wisconsin, Michigan, Minnesota and 
California. Most of the seats on which 


efforts are centered are now held by 
Republicans. * 

These dozen States supplied 108 votes 
against labor in the Taft-Hartley fight. 
Many of those who voted contrary to the 
views of labor came from rural districts 
and are unreachable by labor alone. But 
some are from districts in which they 
might be beaten by a combination of 
farm and labor voters. And this is what 
labor leaders aré working toward. 

It is through such a combination that 
labor leaders hope to pick up the 15 
seats they need to obtain a_ bipartisan 
control of the House. The drive is being 
led by Jack Kroll, head of CIO’s Political 
Action Committee; Joseph D. Keenan, 
director of AFL’s League for Political 
Education, and A. J. Hayes, president, 
International Association of Machinists. 

The net result of labor’s preparations 
may be a slugging campaign. Great issues 
are at stake. Labor’s opponents say the 
current drive is toward socialism and the 
welfare state. And they, too, are organiz- 
ing for the struggle. 

Enough seats were won or lost by nar- 
row margins last year to swing the elec- 
tion in either direction. And in the back- 
ground lies the fact, recognized by both 
groups, that there is a tendency toward 
light voting in mid-term elections, usually 
losing congressional seats for the party 
in power. 

But a light vote could prove to be 
just the right opportunity for a tightly 
organized block of voters, backed with 
plenty of money, to pick off the Senate 
and House seats in strategic areas that 
it needs to capture control of Congress. 

That is labor’s goal. It is pooling its 
brain power to make a gain of just 20 
more seats. 
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FREE MEDICINE: TRYOUT ON COAST 


Reported from SEATTLE and OLYMPIA 


Cradle-to-grave security is op- 
erating in Washington State. Re- 
lief families get everything from 
diapers to funerals free. 

Doctor's care, false teeth, eye- 
glasses, cash for clothing and 
other necessities are being passed 
out in welfare cases. 

Troubles are coming with com- 
forts. Program now is taking 
about half the State’s tax money, 
and the cost is going higher. 


Free medicine is being given a 
trial run in the State of Washington. 
In the trial, free medical care and 
free dental service, free hospitaliza- 
tion, free eyeglasses and false teeth 
are provided only for the 144,000 per- 
sons who are on State welfare rolls. 
Even so, some of the problems and 
experiences that go with health in- 
surance come to light. 


Washington is out in front among all 
States in the cradle-to-grave security it 
gives its citizens, A guarantee of medical 
care for all who can’t pay for it is just 
part of a welfare system that is to cost 
this State’s taxpayers more than $200,- 
000,000 in the two years started last 
April 1. That is close to one half of the 
State’s total planned expenditures for 
all purposes, including education. 

The aim of the security program is to 
provide a “minimum of security” for resi- 
dents of the State, and to guarantee the 
needy “as far as it is within the State’s 
power, freedom from want and freedom 
from fear.” These aims are stated in the 
Citizens Security Act adopted last year, 
which became effective Jan. 1, 1949, 

Help for the aged and indigent is sky- 
rocketing in all parts of the country, as 
the accompanying charts show. It is in 
Washington, however, that the State has 
ventured into the newest fields. Free med- 
ical care, elimination of the “means test” 
to limit help strictly to those without 
resources, and assurance of an adequate 
diet are among the new twists that this 
State provides for those seeking help. 

Free medicine is the most telltale of 
the experiments in aid now being made, 
because of the effect it may have on plans 
of other States and of the Federal Gov- 
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ernment. Anyone in Washington State, re- 
gardless of age, can get free medical or 
dental service if classed among the needy, 
A person, if able to get on the welfare 
rolls, can telephone, write or visit a local 
welfare office and get a “referral” to a 
physician or a dentist. He then can visit 
any physician or dentist of his choice who 
is participating in the health plan. Most 
physicians have agreed to treat indigent 
patients under the plan, but relatively 
few dentists are taking part up to now. 

The patient can get—free of charge— 
medical treatment, hospital care, drugs, 
appliances such as hearing aids and 
glasses; massages, X rays, therapy, opera- 
tions of any description. Physicians bill 
county medical bureaus as they would a 
private patient, and are paid from a fund 
controlled by the State Medical Associa- 
tion. The Association’s fund is contributed 
by the State at the rate of $2.50 a month 
for every person on relief. 


Hospitals are paid up to $9.50 a day 
per patient, including meals, $20 for 
delivery room in maternity cases, plus 
$12 for anesthesia. An X ray may cost 
up to $10, a blood count not more than 
$3.50. Dentists get $3 for filling or ex- 
tracticn, $50 for an upper or lower plate, 
and $1.50 for an X ray. 

Druggists, too, are paid by the State 
for prescriptions from physicians and 
dentists. Hospitals, dentists and druggists 
send their bills for services and materials 
directly to the State. 

Typical cases help to show how free 
medical care works. 

A pregnant woman in need, whether 
married or not, can get a prenatal diet 
prescribed by her physician. She will 
get a layette allowance of $26.25. Her 
baby will be delivered free in a hospital, 
and she will receive necessary postnatal 
care. Home nursing will be supplied, if 
she requires it. The State will pay her up 
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ip $25 for transportation to or from the 
hospital, if she lives in a rural community. 

A former salesman suffered a skull 
facture when hit by a car. He didn’t 
have money enough to pay his medical 
pills and entered a county hospital. He 
was referred to one of the best physicians 
in Seattle. The doctor and the welfare 
visitor are doing their best to rehabilitate 
him mentally and physically so he can 
go off the relief rolls. 

A cannery worker, 53 years old, broke 
both ankles a few years ago, spent 19 
months in casts. He now draws $75.20 
amonth in benefits, is getting bone grafts, 
braces and other free medical benefits. 
This man lives in a Seattle water-front 
hotel. When visited recently, he had $11 
in his wallet after paying his rent for 
the month. 

A migratory worker arriving in Wash- 
ington needed a broken bone set. As an 
indigent, he was entitled to medical or 
surgical care immediately. He also was 
eligible for financial aid while unable to 
work. 

One elderly pensioner slugged his phy- 
sician over the head because he did not 
like the way the doctor treated him. 

Cost of medical care for the needy 
is to total about $22,000,000 during the 
1949-51 biennium. In some areas, the 
county budget for such care is too small 
to meet the bills of doctors attending the 
needy. In King County, for example, cur- 
rent doctor's bills are running $18,000 to 
$20,000 a month above the amount paid 
into the county fund at $2.50 per person 
on relief. 

Medical services available to the needy 
are such that some officials estimate that 
an employed person would have to earn 
an annual income of at least $5,000 a 
year to afford the type of medical care 
given the average welfare medical case. 
The result is that some persons on reliet 
are receiving more in benefits than they 
earned when employed and are enjoying 
improved standards of living by being on 
relief. 

But medical care is just one side of this 
growing welfare program. All needy per- 
sons in Washington, aged 65 and over, 
receive pensions of at least $60 a month. 
The average is around $67, third highest 
among the States. A total of 68,000 
Washington residents are getting old-age 
pensions, either State or federal or both. 
That is 36 per cent of all persons of 65 
or over in the State. Dependent children 
and blind persons receive sizable benefits 
every month. Needy who are not covered 
by any of these plans are cared for under 
a general assistance program. 

Benefit payments are based on a 
cost-of-living budget set up by the Social 
Security Department, which is reviewed 
and revised twice a year. This budget 
makes certain allowances for food, cloth- 
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ing, rent, fuel, household supplies and 
other items that go with everyday living. 

Food payments, for example, vary 
from a minimum of $10.50 a month for 
infants at birth to a maximum of $39.75 
for a man living alone. An indigent who 
must eat in restaurants gets $52.20 a 
month. 

Clothing allowances range from 
$1.20 for a baby, plus $26.25 for a lay- 
ette, to $12.20 for a man doing clerical 
work. A girl in high school draws $10.15 
a month and a boy of 6 gets $6.80 for 
his parents, 

Rent allowances vary with type of ac- 
commodations and locations, but they go 
as high as $35 a month in urban counties. 

Other allowances cover transportation, 
ice, water, gas, light, heat, bedding, 
utensils, tooth paste, soap, etc. Additional 
allowances are granted in some cases for 
housekeeping, telephone, nursing care, 
laundry, massages and special diet when 
ordered by a physician. The State pays 
up to $100 of the funeral cost of a person 
on relief. 

Actual cases again show how bene- 
fits are applied. 

An infirm woman unable to care for 
herself went to live with her son. The 
son needed help, and she was allowed 


$58 a month for room and board, plus 
$7.35 for clothing and $6.45 for inci- 
dentals—a total of $71.80. 

A clerical worker earning less than 
the cost-of-living budget for an indigent 
family is paid the difference by the State. 
He also is entitled to a free eye examina- 
tion and glasses. 

An unemployed man, with a wife, a 
son of 13 and a daughter of 8, received 
$195.50 a month in State aid in April, 
1949. A year ago, a family with children 
of the same age would have received 
$159.90. The higher allowance was 
granted to meet changed living costs. 

An elderly woman, receiving a pen- 
sion of $72 a month, lives in an upstairs 
room in an old house in Seattle. Her 
room contains a small radio, recently 
purchased, a bed, rocking chair, dresser 
and card table. She told an interviewer 
recently that the welfare visitor told her 
to ask for anything she needed. She has 
been in and out of a nursing home for 
years, and is getting needed medical care. 

One needy family with 14 children 
is drawing $435 a month. In Yakima 
County, 25 familiés with dependent chil- 
dren are receiving more than $300 a 
month in State benefits. These benefits 
exceed the earnings of many workers 
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FREE TO THE NEEDY: EYE EXAMINATION 





—Black Star photos 


DENTAL CARE IS ALSO AVAILABLE 


... taxpayers wonder how long the State can afford it 


with families of the same size. For ex- 
ample, an unemployed man with wife 
and three children may draw $292 in 
benefits, while a teamster down the 
street with a family of the same size is 
earning $275 a month and paying his 
own medical and dental expenses. 

Unemployed workers sometimes pre- 
fer to stay on relief to taking jobs when 
they open up. Recently, when there were 
several hundred loggers and fishermen 
out of jobs in the Bellingham area, farm- 
ers were importing workers from Puerto 
Rico for berry-picking jobs. 

The high cost of running a welfare 
State on the scale attempted by Wash- 
ington is causing many taxpayers to 
wonder how long the State can afford it. 
There is a growing fear that education 
and other State functions will suffer as 
more money is poured out in free benefits. 
There is not enough money in sight now 
to meet budget demands for the next 
two years without new taxes. The legis- 
lature already has rejected one request of 
Governor Arthur B. Langlie for additional 
taxes. 

Cost of the welfare plan will grow as 
medical aid and other assistance is ex- 
tended. Dentists already are dissatisfied 
with their fees, are negotiating for in- 
creases, Physicians also are considering a 
request that the medical allowance of 
$2.50 per person on relief be raised to 
$3.50. Limited fees make many physi- 
cians and dentists reluctant to accept 
welfare cases. Only 15 per cent of the 
members of the State Dental Association 
have agreed to co-operate with the pro- 
gram, and as a result most of the dental 
work for the needy is done by nonmem- 
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bers and by “advertising” dentists who 
usually cater to low-income groups. 

Costs of the program are raised, too, 
by the liberal eligibility requirements for 
obtaining welfare benefits. Relief may be 
paid a man who has as much as $200 
cash, and who owns his home, personal 
property such as a car, and life insurance 
with a cash surrender value of up to $500. 
Residence requirements for obtaining 
general assistance are waived in emer- 
gency cases, Relatives are not required 
to care for their own indigents. Thus, the 
State accepts the burden of caring for 
persons whose relatives are able, but un- 





GOVERNOR LANGLIE 
. . . asked for more funds 


willing, to provide for them, It is all very 
attractive to people living in States where 
no such liberal programs are in effect. 
Criticism of the welfare plan is raised 
in many quarters by those who are 
alarmed by the State’s ever-growing 
budget. The chart on page 22 shows the 
grounds for their fear. In the years 1935. 
37, when business was at a much lower 
level, Washington paid out $23,300,000 
for public assistance. During 1949-5], it 
is expected to spend more than $200; 
000,000. Some State and county officials 
charged with handling welfare cases are 
alarmed. The president of the board of 
one county hospital says: “The plan is 
a snare and a delusion foisted on the pub- 
lic.” Another hospital trustee says: “The 
welfare plan will break the State if it 
goes on.” An editor calls the medical pro- 
gram a “racket for the pharmacists 
hearing-aid people and others.” 


State officials complain that they have J 


no real check on physicians, dentists 
pharmacists and others who minister t 

the needy. Opportunities to defraud the | 
State are many. One patient, for ex 
ample, reported that he needed tw 

teeth replaced in a plate, but that his 
dentist told him he should ask for 2 
whole new plate and they would split 
the fee. 

Yet pressure is on for more and more 
benefits. One group, known as the Wash- 
ington Pension Union, is asking that 
pensions be raised from a $60 minimum 
to $75. The State now recognizes public 
assistance—medical as well as financial- 
as a right, not a privilege. It is up to the 
taxpayers to decide how far they want 
to go in paying for this policy. 
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Russia Takes A New Line On Sex 
Youths Now Told to Value Chastity, Family 


New, conservative moral stand- 
ard is being ordered in Russia. 
Old Soviet ideas on sex, mar- 
riage, parenthood are out. 

Too many orphans, _illegiti- 
mate children are overcrowding 
schools, creating problems for 
Moscow Government planners. 

So the line is to teach the 
young to put a high value on 
chastity, to encourage legitimate 
family life. 


The party line on sex is being re- 
versed in Russia. Soviet teachers and 
parents are being instructed to drop 
previous Communist theories, to re- 
turn to an almost puritan view of sex 
education and of morals. 

Emphasis of state social planners in 
Russia suddenly is shifted to a strict code 
as it applies to marriage and divorce. 
Idea of increasing the birth rate by all 
means is out. Early sex education in So- 
viet schools is being abandoned. The 
new line, officially, is to be even more 
circumspect than in the United States, 
where there has been some shift toward 
a more liberal attitude in educating the 
voung. 

Shift in this Russian Government view 
on sex grows from war experience. Mar- 
riage and divorce had been a simple mat- 
ter of registration. Then, durin the war, 
family ties, long considered unimportant 
under Communism, were found to be 
beneficial and were officially encouraged. 
Efforts were made to make marriage ties 
more attractive, to make divorce as diffi- 
cult to get as in U.S. Yet the number 
of children from unwed or divorced par- 
ents still went on rising faster than 
state facilities for their care could be ex- 
panded. 

The new official attitude, an outgrowth 
of this situation, is contained in a guide 
for sex education newly published in 
Soviet Education, monthly journal of the 
Academy of Educational Sciences. It 
represents a full about-face from the time 
earlier in Soviet experimentation when 
“free love” was officially sanctioned. How 
it compares with present standards and 
theories of sex education in the United 
States may be seen in translated passages 
that follow. 
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Need for change in Soviet moral 
standards is conceded in these words: 
“The October [1917] socialist revolution 
wiped out the political, legal and eco- 
nomic inequality of women, but some 
people have incorrectly understood this 
freedom and have decided that human 
sex life can be carried on with a dis- 
orderly succession of husbands and wives. 

“In a tightly organized society, a social- 
istic society, such practices necessarily 
lead to a laxity and vulgarization of re- 
lationships unworthy of man, cause diffi- 
cult personality problems, unhappiness 


creation to the child. Naturally, they 
pointed with genuine horror at those 
‘simpletons’ who deceived their children 
with stories about storks and other fic- 
titious sources of life. They supposed that 
if sex were explained and interpreted to 
the child, depriving it in his mind of 
shameful implications, correct sex educa- 
tion would thereby be achieved. 

“Such advice must be regarded with 
great caution. Questions of sex education 
must be simply treated, not made a 
treasured secret. The fact that the child 
often asks where children come from 
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SOVIET SCHOOLROOM 
For the teacher: a new party line on sex 


and disruption of the family, making 
orphans of the children. . . 

“Every parent must work toward train- 
ing the future citizen to be happy only 
in family love and to seek the joys of sex 
life only in marriage. If parents do not 
set such a goal for themselves and do not 
reach it, their children will lead a pro- 
miscuous sex life full of dramas, unhappi- 
ness, misery and injury to society.” 

Early sex education, being rather 
widely advocated in U. S. at this time, is 
rejected by the new Soviet party line. 
What the Russians now say is this: 

“The principal concern [in previous 
Soviet theories] was somehow to prepare 
the child especially for sex life, teaching 
him not to regard anything as ‘shameful’ 
or secret. For this purpose, they tried as 
soon as possible to explain sex and pro- 


does not mean that one must explain it 
through and through when he is so young 
. . . There is much he does not know 
about other life problems, and we need 
not burden him prematurely with knowl- 
edge beyond his understanding . . . The 
proper time will come for such knowl- 
edge, and there is no danger involved in 
answering him: ‘You're still a little tyke; 
when you grow up, you'll find out.’” 

Danger of sex knowledge ac- 
quired from others, however, is mini- 
mized by the new Soviet guide in these 
words: 

“There is absolutely no need to worry 
that the child will discover the secret of 
procreation from his friends and keep his 
knowledge a secret. In such a case, the 
secret is not at all terrible. A child must 
learn that many aspects of human life 
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comprise an intimate, secret realm which 
need not be shared with or exhibited to 
all. Only at a later age, when the child 
has already developed this understand- 
ing of people’s intimate life and a habit 
of prudent silence about certain things, 
can he be told about sex.” 

How to explain sex, after the child 
has reached the age of puberty, is out- 
lined carefully by the official Russian di- 
rective in this way: 

Talks should be held in strict secrecy 
between father and son or mother and 
daughter. They will definitely be justified 
and directly beneficial, for they will cor- 
respond to the natural awakening of sex 
in the young person. At this time, such 
conversations cannot be harmful, since 
parents and children already understand 
that the subject is secret and important 
and must be discussed to obtain benefits 
which, remaining intimate, will equally 
be real. 

“Such talks must also cover sex hygiene 
and particularly questions of sexual mo- 
rality. 

“While we acknowledge the necessity 
of such talks during puberty, their sig- 
nificance should not be overrated. Strict- 
ly speaking, these talks should preferably 
be held with a doctor or organized i 
school. A wholesome atmosphere of con- 
fidence and delicacy, always desirable 
between parents and children, is some- 
times disrupted by too outspoken con- 
versations on such difficult subjects. . . . 

“Sex education is and should be educa- 
tion for love, that is, great and profound 
feeling enhanced by unity of life, yearn- 
ings and hopes. But such sex education 
must be conducted without too open and 
downright cynical selection of physiologi- 
cal problems.” 


RUSSIAN FAMILY LIFE 
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Training principles recommended 
by the new Soviet guide for desirable sex 
education are close to those now advo- 
cated by U. S. educators. Revised Russian 
answer to how such education should be 
conducted is this: 

“Example occupies the most im- 
portant place here. If the child witnesses 
from the first year of his life genuine 
love between father and mother, their 
mutual respect, aid and concern, and 
their openly permitted manifestations of 
tenderness and affection, these will be the 
most powerful educational factor and will 
awaken the child’s attention to such seri- 
ous and beautiful relations between man 
and woman.” 

“The second most important factor 
is the general fostering of love in a child. 
If, on growing up, the child has not 
learned to love his parents, brothers and 
sisters, his school, his country—if the 
rudiments of coarse egotism have been 
encouraged in his character, it is difficult 
to imagine his loving the woman of his 
choice. 

“Such people often exhibit the strong- 
est sexual feelings but are always in- 
clined not to respect the one who attracts 
them, not to value her spiritual life nor 
even be interested in her. They therefore 
easily change attachments and are very 
close to ordinary perversion. This hap- 
pens, of course, in the case of women as 
well as men... . 

“Hence we advise parents to be ex- 
tremely careful with regard to the child’s 
feelings toward suid and toward so- 
ciety. It is necessary to see that the child 
has friends (parents, brothers, comrades) 
and that his relationship with them is not 
casual and egotistic, but that his friends’ 
interests should be his.” 


——— 


3. “Correct family regimen will also 
lead beneficially in the same direction, 
The boy or girl accustomed to order 
from childhood and without the experi- 
ence of disorderly and irresponsible life. 
will carry over early habits to later re- 
lations with man or woman. 

“Such correct regimen has another. 
more informal, significance. Promiscuous 
sex experience often begins under con- 
ditions of chance promiscuous boy-and- 
girl meetings, inactivity, boredom, un- 
disciplined idle passing of time. . . . This 
can be avoided by normal preoccupation 
with care and work.” 

Responsibility of parents over 
that of state teachers in promoting sex 
education is emphasized for the first 
time in the new Russian guide, a trend 
that shows signs of being reversed 
the United States. The Soviet line now 
is this: 

“The parents’ direct influence on chil- 
dren and young people through conver- 
sations will be easy and effective only to 
the extent that these principles and meth- 
ods are applied to the family. If the con- 
ditions above are not observed, if the 
child’s feelings for individuals and for 
the group are not fostered, if regimen and 
sport are not organized, then even the 
wisest and most timely talks will be of no 
benefit.” 

Such advice is being directed of- 
ficially to Soviet teachers and parents in 
an effort to solve one of Russia’s biggest 
postwar problems—the overcrowding of 
millions of orphans and _ illegitimate 
youths in Soviet state schools. But the 
end effect may be to readopt Western 
ideas of morality after many years of 
Russian experimentation with _ other 
standards. 
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LIFE IN AN ORPHANAGE 
...in place of free love, a ‘‘correct family regimen“ 
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FROM THE CAPITALS OF THE WORLD 


PARIS....BERLIN....ROME....TOKYO.... 








>> It's what comes after the Atlantic Pact vote that interests Europe most. 
Question is what U.S. will put into Atlantic Pact, into defense of Europe. 
Significant fact, not widely realized, is that Britain, France and the Low 
Countries have already taken steps towards joint defense. That is something 
new under the sun. There was nothing like it in 1939 or in 1914. 
GHQ is in operation near Paris, as military headquarters for West Europe. 
General staff is on the job, pooling ideas of five European powers, speak- 
ing for them, waiting for U.S. and other pact members to join in. 
Defense plans, in case of attack, are drawn up. U.S. knows what they are. 
Radar network, around Western Europe, is in process of construction. 

















Practice maneuvers to get national forces used to working together, have 
been held by air and naval forces, soon are to call out land forces. 





Supply agreement is the next big step. It's on the way. Idea is to decide 
who produces what for the common defense, then allocate the production. 





>> U.S. arms program, at $1,000,000,000 a year, comes in at this point. 
Arms, equipment from U.S. to tune of $845,000,000 this year are to plug the 
worst gaps in Europe's defenses, gaps Europe itself can't fill as yet. 
Materials and tools worth $155,000,000 are then to prime the pump of Europe's 
production, enable it to produce $700,000,000 worth of arms in two years. 
As time goes on, Europe figures, finished arms from U.S. will be needed 
less. U.S. aid can then decline. But first, U.S. is needed to prime the pump. 














>> U.S. itself gets something in return for its dollars, for joining pact. 

Bases for U.S. in Europe, near Russia, are assured in time of need. 

Allies for U.S., in case of attack, are also assured. As of now, these ll 
European allies are spending $5,500,000,000 a year on military defense. 

Armed forces of Western Europe, though inferior to Russia's, nevertheless 
amount to 2,000,000 men under arms, eight divisions equipped for combat, 8,400 
combat aircraft, and naval forces second only to those of the U.S. When these 
forces are pooled with U.S. forces, balance is probably against Russia. 

Europe's industrial potential, backing up its armies, can in combination 
with U.S. industrial capacity easily outproduce Russia and her satellites. 

War, if it came anyway, probably would be waged on European not U.S. soil. 

What it all comes down to is an attempt at collective security on a lim- 
ited scale, something the United Nations was supposed to provide on a global scale. 








>> In Berlin, Russia's revival of blockade tactics for a few days was no sur- 
prise. More "little blockades" are to be expected in the future. This is why: 
(over) 
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Soviet policy, unchanged by Big Four conferences, is still to force U.S. 
and other Western powers out of Berlin by one means or another. Moscow seems to 
think that semiblockades, harassment may yet turn the trick. 

Soviet need for trade, at the same time, is acute. So Soviet officials use 
blockade tactics as a bargaining weapon in trying for a deal with the West. 

U.S. tactics, sending convoy of 60 Army trucks through to Berlin, probably 
helped Moscow decide to call off its truck blockade at Helmstedt. 

Supplies for Berlin, meanwhile, continue to build up by land, air, water. 
Tonnage coming in by air, rail, truck, barge averages 22,000 tons daily, far 
above blockade levels. Winter stockpile, growing, makes full blockade unlikely. 

Outlook for trade, for free movement of goods between East and West Germany, 
however, is still dim. Russians aren't quite ready to deal yet. 

















>> Move of the Vatican excommunicating Communists is a major development in 
the "cold war," the most drastic step the Pope could take against Communism. 

Main reason for the step is Eastern Europe. There, Communist governments 
are jailing Catholic priests, bishops, cardinals, seizing church lands, closing 
church schools and papers, trying to cut 50,000,000 Catholics off from Rome. 

Another reason appears in Western Europe. Europe's largest Communist par- 
ties, outside of Russia, are in France and Italy, predominantly Catholic coun- 
tries. Parties here are a big potential threat to the Church. 

Time has come, the edict of the Pope says in effect, for a Showdown between 
Rome and Moscow. Catholics are ordered to choose one or the other. 

In Eastern Europe, as a result, Communist governments may now encounter 
more opposition among peasants, may have more trouble suppressing the Church. 
Police power, though, is probably enough to carry through anti-Catholic policy. 

In Western Europe, the Pope's edict has more of a chance to show results. 
There, pressure of priests, of anti-Communist governments may divert many 
Catholics from Communist Party, from Communist-led labor unions. Devout Catho- fi 
lics won't want to deprive themselves and their children of the rites of the 
Church, still will want priests to baptize, marry and bury then. 

















>> In Asia, Russia is stepping up the "cold war," this time concentrating on 
Japan. In Tokyo, as a result, General MacArthur is preparing for trouble. 

Soviet propaganda is growing louder, blaming U.S. for all of Japan's diffi- 
culties, representing Moscow as the true friend of the Japanese worker. 

Soviet fifth column is growing in size, becoming more active. Recruits for 
the Japanese Communist Party are arriving from Siberia, as Japanese prisoners of 

; : ‘ . : ; fin 

war return home after years of indoctrination by Communists in Russia. 




















Situation in Japan, in fact, offers Communists plenty to work with. 8 
Conservative Government, urged by U.S. to balance budget, is firing about to 
200,000 railroad and other Government workers, but blaming U.S. for it. me 
Communists, seizing the opportunity, are organizing slowdowns, protest thi 
Strikes, paving the way for violence, for intervention by U.S. troops. 
Resulting uproar, now building up, is designed to force U.S. into opposi- su 

go 


tion to Japan's workers, to put Communists in role of working-class champions. 
At the same time, Communists are stirring up Japanese businessmen, offering 

to intercede for them with Communist China, to revive Sino-Japanese trade. 
Communist goal is control of Japan. Few in Tokyo expect them to achieve 

that. But a labor crisis, trouble for MacArthur, is definitely in the cards. 
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RCA Laboratories developed 

a copper mesh with 2,250,000 
tiny openings to the square inch 
for the television camera “eye.” 





ou Ga tiner television pictures thiough this Super- tine mesh 


In RCA Image Orthicon televi- 
sion cameras you will find a super- 
fine copper mesh. Until a new 
technique for making such screen 
was discovered at RCA Labora- 
tories, only coarse and irregular 
mesh—which obstructed 60% of 
the picture—was available. 
Today, through RCA research, 
such mesh can be made with 1500 
gossamer wires to the linear inch. 





An ordinary pinhead will cover about 
7000 of its tiny openings. 

By RCA’s technique—now producing 
commercial quantities of 200- and 500- 
mesh screens—the mesh is so fine, so 
regular in structure, that it is invisible 
on home television receivers ... and as 
much as 85% more television picture 
passes through. 

You benefit— many times 
This new type of super-fine wire 
mesh, and the technique for making 


it, like most major developments in 
all-electronic television, is another 
RCA Laboratories first. Leadership 
in science and engineering adds 
value beyond price to any product or 
service of RCA and RCA Victor. 


* = 7. 


The newest developments in radio, tele- 
vision, and electronics may be seen in action 
at RCA Exhibition Hall, 36 West 49th 
Street, N. Y. Admission is free, and you are 
cordially invited. Radio Corporation of 
America, Radio City, N. Y. 20. 


RADIO CORPORATION of AMERICA 
World Leader in Radio — First in Télevision 











A-C’s 102 Years’ Experience Pays Di 


Speed Control —On air-condition- 
ing and refrigerating units, pumps, 
textile and other machines—opera- 
tors can now vary speeds without 
stopping work with the new Vari- 
. Pitch Automatic Sheave . . . last 
word in low-cost power transmission! 


Rugged Construction of Allis- 
Chalmers transformers was proved 
in foundry fire. Searing heat boiled 
transformer oil down to core. After 
cleaning—replacing bushings, gas- 


kets, oil—unit operated perfectly. 


Long, Efficient Service influenced 
Chicago city engineers to specify A-C 
pumps for new filtration plant—the 
world’s largest . . . increasing capac- 
ity of Allis-Chalmers installations 
here to 6 billion gallons daily. 


Allis-Chalmers builds 
equipment for food 
processing, steel 
making, mining, 
transportation, power 
generation...contributes 
A-C know-how to nearly 
every phase of 
American good living. 





HE RIGHT IDEA... 


| ( SO HAS SCIENCE! 


Nothing like a cool dip to beat the heat... 


unless you count an air-conditioned 
room, theatre or restaurant—a refreshing 
dish of ice cream or tall drink crammed 
with ice cubes. 

Come to think of it, you have quite a 
jump on Whitey! There’s no end of things 
American Science and Industry can do to 
keep you cool. 

Behind each man-made breath of cool 
air—each ice cube or spoonful of frozen 
dessert—is a hidden world of machinery, 
served by Allis-Chalmers, with the widest 
range of major industrial equipment in the 
world. 


To all industries contributing to your 
good living, the name Allis-Chalmers on 
turbine, generator, pump, compressor— 
on hundreds of basic machines and equip- 
ment—means highest quality . . . backed 
by over a century of experience. 


ALLIS-CHALMERS MANUFACTURING COMPANY 
1388 South 70th Street, Milwaukee 1, Wisconsin 





LLIS-CHALMERS 


One of the Big 3 in Electric Power Equipment — 
Biggest of All in Range of Industrial Products 














Life Around the World 
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It’s an instinct—Italian money-changers 


can spot Americans at a hundred paces 


ROME 

HE MONEY-CHANGERS in Rome’s Piazza 
Colonna can spot an American at a 
hundred paces. Years of contact with 
GI’s and tourists have enabled them to 
pick out of a crowd the most carefully 
camouflaged citizen of the United States. 
Recognizing Americans is so much a 
part of their business that it seems to be 
something akin to instinct with them. 
One of them told me it is rather like being 
able to pick out a plain-clothes policeman. 
This knack for identifying Americans 
is important business to the money- 
changers. After all, they deal in illegal 
currency markets and they would rather 
get their hands on U. S. dollars than any 
other currency. Most of the money- 
changers regard American visitors as 
suckers—so the operator who spots an 
American first has 
the advantage if the 
American is in a 
mood to sell a few 


dollars. 
The black-market 
operators have a 


rather low opinion of 
most Americans. One 
of them told me he 
always recognizes 
American tourists by 
the “slightly dazed 
expression they 
wear.” Another added his observation 
that they always look as though they had 
been up late the night before. 

It is difficult to fool the Piazza Colonna 
operators. I went out one day dressed 
from head to toe in Italian clothes, in- 
cluding overcoat and hat. But I had 
scarcely entered the Piazza before a little 
fellow was at my elbow speaking in 
English, “You have dollars to sell, yes?” 

They are almost as good identifying 
visitors from other countries, particularly 
those from Switzerland, because Swiss 
money is highly prized by these traders, 
too. But Americans are the specialty. 

“Look at him,” one of the money- 
changers said to me with a nudge the 
other day. He pointed out an individual 
walking across the Piazza. He looked 
just like anybody else to me. But it 
seems he was taking too much interest 
in the architecture, and his shoes needed 
shining. 


32 





“Obviously American,” said one of the 
black-market operators, and went scurry- 
ing after the visitor to drum up some 
trade. J.w.M. 


German villagers 
want to be Belgians 


MUTZENICH, GERMANY 

HE GERMAN RESIDENTS of Mutzenich 

are waging a bitter fight to get their 
border town transferred from Germany 
to Belgium. They would rather be Bel- 
gians than Germans. 

Mutzenich’s residents have just missed 
achieving their wish by a few yards. In 
recent border changes, Belgium originally 
was to take over this town of 1,350. But 
the Belgians, yielding to a protest cam- 
paign in the ‘German press, gave up the 
claim at the last minute. Mutzenich was 
left in Germany. 

The Mutzenichers like the decision so 
little that they have petitioned Belgium 
for a reversal. They are being denounced 
by German officials and editors as “trai- 
tors” for their “stab in the back.” They 
are accused of undermining the German 
case against the border changes. But the 
Mutzenichers still want to be in Belgium. 

For these villagers, the whole thing 
originally was a simple matter of eco- 
nomics. Their forests are in Belgium. 
They preferred being in Belgium with 
their forests to remaining in Germany 
without them. Some 1,225 acres of forest 
and 725 acres of meadow owned by 
Mutzenich residents were annexed by 
Belgium after World War I. Between 
wars, Belgians recognized German own- 
ership of this Jand and granted Mutzen- 
ichers free transit across the border. 








During World War II, however, Nazi 
customs officials raised barriers to ease 
border crossing. In 1945, the Belgians 
closed the border completely. They took 
under trusteeship the forests and mead- 
ows that formerly provided fodder, fuel 
and timber for Mutzenich. 

Surrounded on three sides by the Bel- 
gian border, the Mutzenichers watched 
helplessly as Belgian trucks carried their 
wood through the town for shipment 
to Belgium. Mutzenichers had to buy 
wood at high prices from another Ger- 
man village miles away. The Mutzenich 
budget began to run a deficit. Land 
taxes, which once covered almost all the 
town’s budget, now covered less than one 
fourth. 

The Mutzenich town council appealed 
to the state government for loans to 
bridge their difficulties. Emissaries went 
to the capital, Diisseldorf, to ask permis- 
sion to use nearby state forests. But Diis- 
seldorf, center of the Ruhr industrial area, 
had little interest in the problems of a 
tiny border town. All appeals failed. 

The day the Belgians renounced their 
claim to Mutzenich, the mayor called a 
special meeting of the town council. A 
petition to Premier Spaak of Belgium 
was drafted and approved unanimously. 
News of the petition leaked out in Bel- 
gian newspapers, and, the same day, the 
German state government in Diisseldorf 
launched an “investigation.” The pro- 
vincial president in Aachen sent a car 
to Mutzenich with orders for Mayor Wil- 
helm Steffens to return with it to Aachen 
to explain his “treason.” Steffens sent the 
car back empty. 

The following day, a provincial official 
arrived, called on each member of the 
town council individually and demanded 
an apology. All refused. So the elected 
town council and the mayor were sus- 
pended. Their functions were turned 
over to a special state commissioner. 
Costs of administering the town are to be 
paid by the town’s residents. 

Mutzenich now is planning an appeal 
to the Supreme Court of West Germany. 
But its residents have little hope of a 
favorable decision. Their main hope is 
that the Belgians, who renounced their 
claims only “temporarily,” will reassert 
them and take over: Mutzenich. Mean- 
while, feeling is running high in this 
town. Recently, State Commissioner 
Maria Flink arrived to take over the city 
administration. She fled back to Diissel- 
dorf a few hours later. The townspeople, 
she reported indignantly, had threatened 
her with violence. R.K. 
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where MEAT is grown 





States west of the Mississippi account for 62% 
of our livestock production. States east of the 
Mississippi, 38%. (Source: U. S. D. A. figures for 1948.) 





and where MEAT i; eaten 








69% of America’s meat production is eaten in the 
heavily populated region east of the Mississippi. 
31% is eaten in the states west of the Missis- 
sippi. (Source: Latest government meat consumption study.) 


If we all decided to go to the farm or ranch for — Getting meat from where it is grown to where 
our meat supply instead of to the store around it is eaten gave birth to more than 4,000 meat 
the corner, many Americans would soon be packing companies located in every section of 
traveling quite a distance. The important live- the country. The resulting brisk competition 
stock-producing areas and the heavily populated, for markets has given every crossroad and city 
big meat-consuming areas just don’t match up. _a meat supply as dependable as the U. S. mail. 


AMERICAN MEAT INSTITUTE 


Headquarters, Chicago ¢ Members throughout the U.S. 























Speed-Up in Housing 


> Raymond M. Foley has been given 
the first big assignment of President Tru- 
man’s Fair Deal. Mr. Foley, soft-spoken, 
cautious head of the Housing and Home 
Finance Agency, has some $3,000,000,- 
000 to spend in the next six years helping 
local communities raise their slums and 
build low-rent homes for low-income 
people. 

Passage of the act authorizing this pro- 
gram, which also includes Government 
subsidies to keep rents down in such hous- 
ing developments, was the first and so 
far the only big Administration triumph 
in the 81st Congress. But the law is still 
surrounded by controversy. Charges per- 
sist that it leads straight to socialism. 

These circumstances point public at- 
tention to Mr. Foley, the administrator 
of the program, to his preparation for 
handling so big a job, to his views on the 
troubled questions of public housing and 
subsidized rents. 

Career man. Mr. Foley is a careerist 
in the housing field, although he became 
one somewhat late in life. He had spent 
his boyhood on a Michigan farm, attended 
the public schools and devoted some 20 
years to newspaper work in Detroit and 
Pontiac, Mich. 

Then, 15 years ago, when Mr. Foley 
was 44, and the New Deal was just hit- 
ting its stride, he was appointed Michigan 
director for the Federal Housing Admin- 
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Big Jobs for Red-Tape Cutters Raymond Foley and Jess Larson: 





and Streamlining of Government Purchases 


istration. The FHA idea was to combat 
the depression by stimulating home con- 
struction through a system of insured 
mortgages. Under Mr. Foley’s direction, 
more than 110,000 mortgages were in- 
sured by FHA in Michigan, property- 
improvement loans reached $150,000,000 
and the total of FHA operations in the 
State ran above $666,000,000. 

The war brought new and harassing 
duties. War housing became an acute 
problem in Detroit and other Michigan 
industrial centers. Mr. Foley had charge 
of priorities for home construction there, 
and some 40,000 home units were con- 
structed. President Truman, then head of 
the Senate War Investigating Committee, 
went to Michigan to have a look, met 
Mr. Foley and was impressed. 

National housing. Four years ago, 
the President called Mr. Foley to Wash- 
ington to head FHA and, a little later, 
placed Wilson W, Wyatt over him as Fed- 
eral Housing Expediter. Mr. Wyatt had 
ambitious plans for housing, rigid prior- 
ities, strict controls in Washington. He 
resigned when he thought the White 
House and some Government agencies 
were getting in his way. From the result- 
ing shuffle, .Mr. Foley, who avoids ex- 
tremes of action, emerged on top. 

Although he has roots in the New Deal, 
Mr. Foley is anything but a crusader. 
In the embattled field of housing, he has 
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-Public Housing Administration 
PUBLIC HOUSING UNDER CONSTRUCTION 
The goal: low-rent homes for low-income people 





proved a soothing influence. Although 
he believes in public housing for the 
underprivileged, he has carefully avoided 
alliances with any of the factions. All of 
them apparently consider him competent 
and sincere. He has earned their respect. 

He believes that the postwar housing 
shortage is too big a problem for private 
enterprise, local communities or the 
Federal Government to tackle alone. The 
three must work together, he thinks, with 
the Federal Government providing guid- 
ance and direction, and help in supplying 





RAYMOND FOLEY 
. . . housing chief 


the money when it cannot be obtained 
elsewhere. 

As he sees it, costs and other factors 
make it difficult, if not impossible, for 
private enterprise to build the housing 
that low-income groups need at rents they 
can afford, therefore the Government 
must help with subsidies to make up the 
difference between what the tenant can 
pay and what the landlord should receive. 

He is undeterred in this view by the 
fact that at the last count some 23 per 
cent of the tenants in such developments 
were no longer eligible to occupy their 
quarters because, since moving in, their 
incomes had risen above the maximum 
figure for occupancy. In many such cases 
they must be kept on because there is 
no other place to which they can move. 

New program. In anticipation of the 
passage of the new law, Mr. Foley and 
his agencies have done much prelimi- 
nary studying and planning. They are 
ready to act. Recommendations for ap- 
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priation$ are to go to the Budget 
Bureau quickly. 

The slum-clearance program is new 

and it will take time, Mr. Foley says, for 
local communities to develop their pro- 
grams. However, several important cities 
have been working on their slum prob- 
lms, and, he believes, will be able to 
get projects started within a year. 
’ The program for low-rent home units, 
Mr. Foley expects, will show much more 
rapid progress. He estimates that the next 
12 months will see 50,000 units begun, 
out of 810,000 in contemplation. 





NATION’S BIGGEST BUYER 


YJess Larson, a young Government 
handy man, is about to become the 
nation’s biggest buyer. Mr. Larson, a 
chunky, forceful Oklahoma lawyer, is 
head of the General Services Administra- 





—Harris & Ewing 
JESS LARSON 
. .. chief housekeeper 


tion (GSA), a conspicuously new Gov- 
emmment agency and one of the first 
products of the Hoover Commission’s 
search for ways to save the Government 
money. 

In GSA, Congress has lumped a num- 
ber of Government activities previously 
performed by as many agencies. They 
include buying supplies of all kinds, 
supervising federal construction activities, 
leasing buildings, allotting space in Gov- 
emment buildings, storing and cutting 
down a big mountain of old Government 
records—federal housekeeping activities 
in general. 

But purchasing is the most important. 
And Mr. Larson’s prospective’ activities 
in that field make him an official who 
should be known to businessmen the 
country over. He is developing, among 
many other things, some ideas for making 
it easier to do business with a Govern- 
ment that buys billions of dollars’ worth 
of things every year. 


JULY 22, 1949 





Contracting agent. Mr. Larson hopes, 
in time, to snip much of the red tape that 
traditionally goes with selling to the 
Government. Forms are to be simplified 


and_ specifications standardized. The 
businessman eventually, as the program 
is laid out, will be dealing with a few, 
instead of many, federal purchasers. 
Small-lot buying gradually is to give way 
to bulk purchases. There may be more 
emphasis on negotiated-buying contracts 
and less on contracts that go automati- 
cally to the lowest bidder. 

All this is an effort to remedy some of 
the more glaring ills pointed out by the 
Hoover Commission. Its investigation 
showed that agencies big and small were 
buying on their own in a fog of conflict- 
ing laws and regulations. Half the pur- 
chases were for less than $10, and for 
every transaction the Government spent 
more than $10 in bookkeeping and other 
overhead charges. 

Mr. Larson will not undertake all the 
buying, however. When an agency is 
equipped to buy the specialized products 
it must have, it will go ahead. But Mr. 
Larson will, after study, prescribe formu- 
las and standards covering the whole. 
The Hoover Commission figured that 
$250,000,000 a year could be saved by 
such central supervision. 

GSA hopes for further savings in the 
transportation costs of the supplies it 
procures. This bill alone has been run- 
ning close to $1,000,000,000 annually. It 
hopes to keep reserve stocks stored as 
near as possible to the place where they 
will be used. And it intends to keep a 
running inventory of surplus supplies, so 
that, if one agency gets overloaded, its 
stocks can be transferred to another that 
needs them. 
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Other activities. Government files, 
documents, papers of many kinds would 
fill six buildings the size of the Pentagon, 
the Hoover Commission estimated. The 
volume of this material grows daily. 
Among Mr. Larson’s many jobs is that of 
fixing formulas and régulations covering 
what should be saved and what sent to 
the incinerator, what should be kept in 
the central office and what stored in an 
outlying warehouse at a_ considerable 
saving in space and rental charges. 

For the rest, there is the Public Works 
Division, which, if times grow bad, 
could become a tremendous institution in 
its own right. And it has the remains of 
the war surplus program to dispose of. 

The administrator. Mr. Larson grew 
up in Oklahoma and at 25 was mayor of 
his home town, Chickasha, a lawyer and 
an officer in the National Guard. He has 
not been back to his law practice since 
his National Guard company was called 
up for World War II service. He dis- 
tinguished himself in North Africa and 
Italy, was wounded and returned to this 
country. The Army sent him to War 
Assets Administration as assistant coun- 
sel. He climbed to the top of that troubled 
agency, then went on to become head of 
the Public Works Administration, one 
of the agencies that has been grouped 
into GSA. He had planned to quit the 
Government last June 30, but the Presi- 
dent persuaded him to take the new job. 

He summarizes his plans for GSA this 
way: 

“We hope to effect a lot of savings, 
and what is just as important to me, we 
expect to get a lot more efficiency out of 
the whole operation, and make it easier 
for the public to do business with the 
Government.” 
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GOVERNMENT FURNITURE IN STORAGE 
The problem: how to save space and money 
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(This article represents the result of an 
extensive research on a problem of out. 
standing importance in National Affairs.) 








Special Report 


WHY STOCKS DISPLAY STRENGTH 


from NEW YORK and WASHINGTON 


Reported 


Jitters in the stock market have 
been calming down, giving way 
to a little show of strength. 

Investors seem to be taking 
heart over prospects of an early 
end to recession, see continuing 
profits and dividends ahead. 

Now the Government moves 
in, gives the market a friendly 
nod, reassures business, sets off 
a new cheap-money policy, lays 
the groundwork for a possible 
new boom. 


A stock market that has been sick 
for three years is beginning, appar- 
ently, to respond to treatment. In- 
stead of swooning at any suggestion 
of bad news, the market displays a lit- 
tle strength and a growing ability to 
stand on its own feet. 

The change being noted in the market 
for equities coincides with a shift in the 
treatment being applied by the Govern- 


_The Investor's Dollar 


ment. Reflation, instead of deflation, now 
is the announced objective of the Admin- 
istration. 

President Truman has let it be known 
publicly that he is pleased by a rise in 
the price of stocks, where in the past he 
has shown indifference to any increase in 
security prices. Easy money is being pro- 
moted once again by U. S. policies. Mar- 
gins required for purchase of stocks have 
been reduced. Tax reduction is taking 
the place of tax increases in the thinking 
of the White House and of Congress 
(see page 40). 

All of this suggests that shares in U. S. 
corporations may not always be on the 
bargain counter. Already, some investors 
who were frightened out of the market 
earlier show signs of a little more confi- 
dence, appear to be deciding that common 
stocks at or near current prices may not 
be such a bad buy after all. An analysis 
shows the thinking behind this attitude. 

On the bullish side of the market 
outlook are beginning to be some strong 
forces—business’s own strength, its earn- 
ings and dividend record, the prospect 
that the current recession is not to turn 
into long depression, the switch in Gov- 
ernment’s attitude toward the market. 
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Profits of most well-established cor- 
porations are to be much lower in 1949 
than in the peak year 1948, but still high 
by any standards known before the war. 
Most people agree now that the bottom 
is not going to fall out. 

This year, the 200 biggest manufac- 
turing corporations are expected to show 
profits, after taxes, of $2,563,000,000. 
That is $747,000,000 less than in 1948, 
but twice the earnings of prewar 1940, 

Investors, translating these figures into 
practical terms, are discovering that stock 
prices are low when measured by cor- 
porate earnings, even though earnings 
have turned downward. Taking the stocks 
used in the Dow-Jones industrial aver- 
ages, prices now are only 6.5 times an- 
nual earnings after taxes. This calcula- 
tion is based on current prices and first- 
quarter profits. At no time in the last 20 
years have prices been so low in relation 
to earnings. In 1929, at the peak of the 
stock boom of that year, prices were 
19.1 times earnings. In 1940, at the top 
of that year’s market, the ratio was 14 
to 1. In 1948, it was 8.4 to l. 

Present stock prices would have al- 
most to treble to reach the 1929 relation- 
ship between prices and earnings. 
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Dividends, another guidepost in chart- 
ing the market outlook, are likely to hold 
up better than profits. Dividends in 1949 
of the 200 biggest manufacturing cor- 
rations are expected to be around 
§1.377.000,000, just $26,000,000 below 
the record year 1948. 

The trend already is apparent. As the 
chart on page 36 shows, the vield from 
dollars invested in common stocks at cur- 
rent prices is rising at a time when the 
return from corporate bonds is declining. 
To some investors, this situation is put- 
ting a new light on equities, which until 
now have been losing out to debt issues, 
including corporate bonds. 

In 1929, when market prices were in- 
fated, stocks yielded 3.5 per cent. Bonds 
yielded 5.21 per cent. This was on the 
basis of the 200 common stocks and the 
120 corporate bonds on the list of Moody’s 
Investors Service. 

In 1940, before U.S. entered the war, 
1929 positions of stocks and bonds had 
been reversed. Stocks produced 5.3 per 
cent, bonds 3.55 per cent. 

In 1948, stock yields were up to 5.8 
per cent. Bond yields, continuing down- 
ward, were 3.08 per cent. 

In 1949 second quarter, common stocks 
showed a return of 6.9 per cent. Bonds 
were down to 3 per cent. In other words, 
common stocks now are producing nearly 
4 percentage points more for the investor 
than are corporate bonds. 

Now, with the Government moving in 
to make money cheap, a possibility arises 
that interest yields will take a turn down- 
ward. But returns on common stocks, at 
least as long as prices are depressed, are 
likely to stay high, because no major 
over-all drop in dividends appears to be 





in the cards. This situation makes many 
believe that the investing public will not 
always lean toward debt issues in prefer- 
ence to equity issues. 

Easier credit is counted upon by the 
Government to put some new life into 
the stock market. Twice since early 1947 
the Federal Reserve Board has moved 
directly to ease stock-market credit. Stocks 
now can be bought with margins of 50 
per cent. It took all cash in 1946. 

Yet the stock market still is largely on 
a cash basis. Most people apparently are 
unwilling to invest in the market if they 
must borrow money to do it. At the end 
of June, brokers’ loans to carry stocks 
amounted to only $696,000,000, or 1.09 
per cent of the market value of stocks 
listed on the New York Stock Exchange. 
There is a vast potential field for ex- 
pansion of bank credit here. In 1929, 
when stocks could be bought with as 
little as 15 per cent in cash, brokers’ 
loans averaged $6,500,000,000. 

Savings of the public, available for 
cash buying of stocks, are immense. Rate 
of new saving is at a peacetime high. In 
U.S. savings bonds alone, individuals 
have $48,000,000,000. In money and 
bank accounts, individuals hold about 
$130,000,000,000. Investment markets 
have a big field to move around in. 

General feeling of the public, on 
some important scores, is improving. 
Fears that haunted the market are begin- 
ning to disappear. War no longer is an 
immediate threat. A deep depression is 
being discounted as a likely prospect. 
Government policy is more reassuring to 
business. An air of optimism, perhaps 
more than anything else, is what it will 
take to get the market back on its feet. 


—Black Star 


WATCHING THE STOCK BOARD 


. . with a shift in treatment, a cure? 
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On the bearish side, however, there 
are still some factors at work. 

British troubles hang over the U.S. 
economy. Britain, short of dollars, is hav- 
ing to curtail buying in this country. 
British sales in dollar areas are slipping. 
In the end, the country may have to take 
a real jolt. What happens in Britain pro- 
duces repercussions in U.S. Fear of 
economic troubles abroad now is weigh- 
ing on the investor, as fear of war did a 
few months ago. 

Business recession in U.S. has a 
way to go yet before it is over. Confidence 
that it will end by 1950 is building up, 
but caution still guides most 
However, some investors are beginning to 
think that the stock market, having failed 
to reflect the greatest boom in history, 
already has discounted much of the down- 
turn now under way. 

Taxes still operate as a drag on the 
market. People in upper income brackets 
often conclude that investing is not worth 
the risk. However, the 1948 tax cut 
helped some. Now Congress is talking of 
giving some direct further relief to divi- 
dend income in 1950. One possibility is 
to allow the stockholder a credit for part 
of the taxes pajd directly by the corpora- 
tion in which he owns shares. 

Many are concluding that plus factors 
in the market will, in the long run, over- 
come the minus factors, that the stock 
market will yet see a better day. 

Looking ahead, it still is impossible 
to state with any assurance what is going 
to happen. However, it is useful, in 
measuring what conceivably could take 
place in the future, to project the histor- 
ical relationship between prices and 
earnings. 

It is expected that corporate earnings 
will start climbing again in 1950, but 
the year’s average probably will be below 
that of 1949. In 1951, further improve- 
ment is to be expected, but profits still 
are likely to be less than in 1948. 

If, on the basis of these estimates, 
stock prices were to reach the same rela- 
tionship with earnings that they held, on 
the average, during the 15-year period 
1932-46, here is what would happen: 

In 1950, the Dow-Jones price index 
would average around 210, compared 
with about 170 now. 

In 1951, the yearly average of the index 
would be 230. ; 

Such a rise in prices may not come. 
This is not a suggestion that they will. 
Nevertheiess, these figures illustrate the 
point that, even though profits are not 
likely to get back to 1948 levels soon, 
stock prices could advance a long way in 
years immediately ahead without getting 
beyond their past normal range in com- 
parison to corporate earnings. 

This is part of the atmosphere that is 
beginning to hearten the market. It re- 
mains to be seen whether, in this atmos- 
phere, the treatment being administered 
by the Government will produce a cure. 
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| FOURTH-ROUND RAISES COMING UP 


Government Pressure on Steel Opens the Way 


Government again is moving 
to break the wage stalemate be- 
tween big unions and big busi- 
ness. An increase in steel, if 
forced by White House pressure, 
will spread to other industries. 

Pattern that emerges from 
findings of Truman-appointed 
steel board will influence settle- 
ments in autos, electrical equip- 
ment, oil and others. It’s an old 
story for steel to lead the way. 


At this point, Government is mov- 
ing in to establish the base for a 
fourth round of wage increases. It is 
taken for granted that a fact-finding 
board, selected by President Truman, 
will recommend that the steel indus- 
try increase wages and possibly that 
it grant fringe benefits such as hos- 
pitalization insurance. 

A settlement in steel, if forced by Gov- 
ernment pressure, then is to serve as a 
pattern for settlements in some other ma- 
jor industries. An auto pattern is not 
likely to come before steel. This goes also 
for electrical equipment, oil and several 
other industries. Exceptions will be in- 
dustries that already have agreed on 
continuing old rates, or can show they 
cannot afford raises now. 

Steel through the years since the end 
of the war has been expected to serve as 
a test of wage policy. That role once again 
is being prepared for this industry. 

In 1946, President Truman set the 
first-round pattern at 18% cents an hour 
by recommending this figure for steel. 
After a three-week strike and Govern- 
ment approval of a price increase, steel 
companies granted the raise. Other in- 
dustries followed. 

in 1947, Government kept hands off 
the wage disputes. A 15-cent settlement 
between General Motors Corp. and CIO 
Electrical Workers was duplicated in 
settlements with other unions in autos, 
steel and other industries. 

In 1948, Big Steel held back, reluc- 
tant to take the lead in fixing a wage pat- 
tern. After most other industries had 
granted raises of 13 cents, steel joined in. 

In 1949, most industries have been 
waiting for steel to take the lead. The 
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Profits are replacing prices as an argument for wage increases 


CIO Steelworkers Union is demanding a 
raise of 20 cents an hour in addition to 
pensions of $150 a month and a medical 
and hospital-insurance program. A pay 
raise, if granted in the end, is not ex- 
pected to exceed 5 to 10 cents an hour, 
including fringe benefits. 

The steel industry, up to now, has re- 
jected all wage demands of the union. 
United States Steel Corp. offered to in- 
stall an insurance program jointly fi- 
nanced by the workers and company, but 
rejected the idea of pensions. Inland 
Steel offered a retirement and health-in- 
surance plan, with the cost shared by the 
employes and management. The CIO op- 
poses the idea of workers’ paying part of 
the insurance bill. 

A shift in argument as to why 
wages should be increased comes from 
year to year, but the aim of unions always 
is to keep the trend upward. 

Ability to pay is chosen as the basis 
for raises this time by CIO. The CIO’s 
new economic report by Robert R. 
Nathan Associates, Inc., says business in 
general should raise wages and cut prices 
in order to increase purchasing power 
and keep full employment. 

A statement by Mr. Nathan that some 
firms and some industries cannot afford 
to grant pay raises and remain in busi- 
ness may cause trouble for some CIO 
unions in distressed industries. Employ- 
ers in such cases are likely to quote Mr. 


Nathan’s report at the bargaining table. 
The AFL previously had advised its affil- 


- iates to check a company’s ability to pay 


before insisting upon a raise. 

Mr. Nathan’s report also discards the 
former CIO policy of applying a wage 
pattern to any and all industries. The 
report states that a uniform. round of 
identical wage increases is not justified, 
because of varying business conditions. 

The cost of living formerly was the 
chief argument of labor in demanding 
another round of increases. This argu- 
ment resulted in increases while prices 
were rising. Now, however, with living 
costs lower, it no longer is effective. 

Profits therefore have been substi- 
tuted as the main argument. High first- 
quarter earnings in some industries are 
being cited by union officials. Employers 
contend that this is not a fair argument, 
that wages should not be raised while 
business is on the decline. 

Prices once gave union officials an 
assist at the bargaining table. Employers 
knew that they could raise prices to cover 
added labor costs while demand _ tor 
goods was high. With employers now 
trying to cut prices to help sales, the 
price argument has been turned against 
union negotiators. 

These changes in arguments are mak- 
ing it harder for unions to win raises. 
Most employers reject the ability-to-pay 
theory as a basis for increases, Firms 
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that were willing to keep wages in line 
with prices are refusing to grant raises 
now that this argument lost its punch. 

Steel’s position in answer to the 
union arguments has been that wages 
should not be raised at a time of declin- 
ing business. 

On fact finding, United States Steel 
Corp. and several other large producers 
objected to having a wage pattern for the 
country determined by the recommenda- 
tions of a governmental board. Even 
with assurances that the board’s findings 
would not be binding, the companies 
feared that governmental pressure would 
be used to support the recommendations 
in the final showdown. 

Taft-Hartley Act procedures were 
preferred by most steel companies be- 
cause the board of inquiry provided for 
in the Act has no power to make recom- 
mendations. The law specifies that the 
board cannot propose settlement terms. 
Itcan only report to the President on the 
positions taken by both sides in the dis- 
pute. Thus, there is less chance of Gov- 
ernment pressure for a compromise. 

Last-minute acceptances of the fact- 
finding plan by steel firms removed the 
danger of a widespread steel strike at 
this time. However, the industry stressed 
that it was not bound to accept the rec- 
ommendations of the board. This leaves 
the possibility that a large steel walkout 
may occur later if the steel board’s pro- 
posals are rejected by either side. 

A long strike in steel, if it should 
come later, would cripple the nation’s 
economy at a time when Mr. Truman is 
trying to prop it up. Hundreds of thou- 
sands of workers in other industries 
would be laid off as available supplies of 
steel become exhausted. 

Steel stocks, however, are ample to 
keep some industries operating for sev- 
eral weeks. Automobile manufacturers, 
for example, have from 30 to 60 days’ 
supply of steel on hand, but their in- 
ventories are not uniform. Some factories 
have more steel than others. How long 
the industry could continue to turn out 
cars would depend to a large extent on 
stocks in the hands of parts suppliers. 

The electrical-equipment industry 
likewise is supplied with enough steel to 
keep its plants open for some time. In- 
ventories are high relative to the demand 
for electrical products. 

Railroad industry would be among 
the first to feel the effects of a big steel 
strike. Loss of business in hauling to and 
from the mills results in layoffs for thou- 
sands of rail workers. 

Other industries would suffer in pro- 
portion to their dependence upon steel. 

A small wage increase, in the end, 
probably will be the basis for settlement 

of the steel dispute, despite union de- 
mands for pensions and a health-insur- 
ance program. A fact-finding board may 
determine that the union’s contracts do 
not permit discussions on the pension 
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issue at this time. Philip Murray, presi- 
dent of CIO Steelworkers, may be glad 
to settle for a slight wage increase and 
possibly a start on an insurance program. 

Steelworkers now are averaging $1.64 
an hour in basic-steel mills, according to 
latest reports of the Bureau of Labor 
Statistics. This compares with $1.92 an 
hour received by coal miners, $1.86 by 
oil workers, $1.69 by auto workers, $1.49 
by electrical-equipment employes and 
$1.12 by cotton-textile workers. 


AUTO WORKERS COOL 
TO PAY-RISE STRIKE 


Reported from MILWAUKEE 


Behind the resolutions and the speech 
making, these points stood out at last 
week’s convention of the CIO United 
Auto Workers: 

Wage increases are wanted by the 
auto workers, but pressure for higher pay 
is considerably less than in earlier post- 
war years. A settlement at 5 to 10 cents 
an hour is the most that many auto 
workers expect to get, including any 
fringe items like pensions. Many work- 
ers think there will be no raises, no 
pensions this time. 

Strike action to support wage de- 
mands is not popular with the rank and 
file. Ford Motor Co. workers especially 
are weary of strikes after their walkout 
over production speeds. However, if a 
strike is ordered at Ford, workers will 
comply. Rank and file workers privately 
predict a long-drawn-out strike, if one 
comes. 

The union is hoping to get its first 1949 
contract from Ford. Other contracts are 
being negotiated, but union strategy is 
aimed at letting Ford fix a pattern. Much 
depends, too, upon what happens to 
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UNITED AUTO WORKERS HEAR MR. REUTHER 


wages in the steel industry. Auto leaders 
apparently were hoping that steel would 
lead the way this year. 

Unemployment compensation is 
a factor in auto-union strategy. If Ford is 
shut down by a strike, workers get no 
jobless pay from the States. But if auto 
plants close because of a shortage of 
steel, auto workers can collect compensa- 
tion while idle. This amounts to large 
sums, and, in addition, auto companies 
are not likely to make settlements with 
the union while faced with a cutoff of 
their steel supply. 

Layoffs caused by reduced produc- 
tion in some plants are worrying auto 
workers. More than 100,000 members of 
the UAW already are idle, officials say. 
The union is preparing to put pressure 
on the Government to make more jobs, 
and raise unemployment compensation. 

Pensions as an issue are more popu- 
lar with older auto workers than with the 
younger ones. Young men have little 
seniority and often do not expect to re- 
main on their jobs long enough to collect 
pensions. If workers are laid off in any 
numbers, however, pensions may become 
more popular with the younger workers. 
They might feel that older workers then 
would be more likely to retire, thus pro- 
viding jobs for newer men. 

Political action is to be stressed by 
UAW leaders in months just ahead. They 
want to elect a prolabor majority in Con- 
gress in 1950. (See page 20.) UAW 
already is working closely with farm 
groups in an effort to work up a coalition. 

Government planning will be 
pushed by UAW’s ‘Walter Reuther, now 
that he has firm control over his union of 
more than 1,000,000 members. This 
gives him more time to promote his ideas 
that Government should take a_ bigger 
hand in keeping production up and un- 
employment down. 
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... layoffs are this year’s big worry 
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TAX CUT IN 1950 IF NOT 1949 


Bigger Slice Likely Than President Asked 


Taxpayer at last can count on 
some more relief. Question is 
when and how much. 

Mr. Truman wants small cuts. 
Congress wants bigger cuts. 
Deadlock may delay a final vote 
until 1950. 

Then many excises probably 
will be reduced. Dividend income 
may get a break. Various other 
revisions may be voted. Pattern 
will be shaped by Congress, not 
by Mr. Truman. 


Taxes are going to be cut—possibly 
in 1949, almost surely by 1950. 

This year, in the remaining days of 
a session that is moving toward ad- 
journment, chances of action are no 
better than 50-50, even though Presi- 
dent Truman himself has recom- 
mended some limited reductions. Mr. 
Truman's own !eaders in Congress are 
standing in the way of a tax vote at 
this session, because they fear there 
will be no stopping Congress once tax 
cutting gets started. 

Next year, unless action comes earlier, 
Congress probably will vote reductions 
in taxes on a much broader scale than 
anything now contemplated in Mr. Tru- 
man’s program. Excises will come first. 
Many of these taxes on goods and services 
are likely to be reduced or dropped al- 
together. Then, unless moods change, 
Congress probably will go on to provide 
tax relief in other fields, affecting both 
individual and business taxpayers. 

Mr. Truman’s program, as such, 
does not necessarily chart the course that 
Congress may take on taxes. It is impor- 
tant, nevertheless, in that it represents 
the first time that the Administration 
opened the door to the idea of tax reduc- 
tion. It also signals the end of the Admin- 
istration’s argument that tax policy ought 
to be governed by the budget outlook. 

Tax increase of $4,000,000,000, rec- 
ommended by Mr. Truman last January, 
is washed out of the program. Congress 
already had discarded this plan. 

Freight tax of 3 per cent, Mr. Tru- 
man now says, should be eliminated. His 
objection to this tax is that it applies 
every time goods are shipped, thus pyra- 
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miding into a major business cost. All 
told, shippers pay the Government well 
over $300,000,000 a year under this tax. 
Earlier, Mr. Truman had asked Congress 
to repeal the tax on oleomargarine. Ex- 
cept for the taxes on oleo and freight, he 
wants excises kept as they are. 

Estate and gift taxes, under Mr. 
Truman’s program, would be increased. 
By stepping up rates, he would restore 
the $199,000,000 annual loss in revenue 
caused by changes in estate and gift 
taxes voted by Congress in 1948. To pro- 
duce that much extra revenue, rates 
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‘BREAKING UP THE BROTHER ACT’ 


would have to rise an average of about 
30 per cent. Congress is not likely to raise 
these taxes at all. 

Averaging of earnings by business 
over good years and bad, Mr. Truman 
thinks, should be made more liberal. 
Idea, as he explained it in his economic 
message to Congress, is to “give an in- 
creased incentive to some business invest- 
ments which may now be held back be- 
cause of uncertain profit expectations.” 
Treasury and the congressional tax staff 
have recommended a five-year carry-for- 
ward of losses. In other words, a firm 
that shows a loss in 1949 could offset that 
loss, for tax purposes, against any profits 
earned in the next five years. This would 
substitute for the present two-year carry- 
forward and two-year carry-back. 

This is as far as Mr. Truman wants to 
go in reducing taxes. His program as a 


whole would cost the Treasury more than 
$100,000,000 a year in revenue. 

What to expect in the way of tax 
cuts, however, is something quite differ- 
ent from the President’s program. Action 
could start in 1949, but will not be com- 
pleted before 1950. 

Excises, almost surely, will be re- 
duced on a broad scale. Cuts, when they 
come, probably will include repeal of the 
freight tax. But they are likely to go on 
from there to reduce rates on passenger 
fares, telephone and telegraph service, 
business machines, light bulbs, luggage, 
jewelry, furs, cosmetics, admissions and 
perhaps others. Reductions on most of 
these items already have been approved 
by the Senate Finance Committee. The 
question now is whether the House and 
Senate will get a chance to vote on them 
at this session. 

Pay-roll taxes to finance social-secu- 
rity programs may rise, but not as rapidly 
as Mr. Truman has suggested. In fact, it 
is possible that Congress will yet vote to 
block the automatic rise in the tax for 
old-age insurance scheduled for next 
January 1. On that date, the rate is to 
advance from | to 1.5 per cent each for 
employer and employe. 

Stockholders are getting attention in 
Congress’s tax planning. Any 1950 revi- 
sion of tax laws may include credit to the 
stockholder for part of the taxes paid 
directly by the corporation. As it is, cor- 
porate earnings are taxed twice—once 
when earned by the corporation, again 
when paid out to the stockholder in the 
form of dividends. 

Carry-over of losses, along the lines 
favored by Mr. Truman, appears likely. 
A long carry-forward is favored because 
it is easier to administer and because it is 
especially helpful to new _ businesses. 
However, so far as established businesses 
are concerned, a carry-back is sometimes 
more advantageous than a carry-forward. 
Congress may insist on retaining some 
carry-back, perhaps one year instead of 
the present two. 

Other business taxes may be revised. 
Many favor permitting companies to 
write off the cost of plant and equipment 
more rapidly, as a means of encouraging 
improvement programs. Section 102 of 
the Internal Revenue Code, which im- 
poses penalty taxes on corporations 
found to be retaining excessive portions 
of earnings, may be modified. 

Income taxes, so far as rates are con- 
cerned, are likely to stay where they are 
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at present. Proposals to boost individual 
rites in upper brackets are not being 
taken seriously. There is wide support 
for increasing personal exemptions, now 
4400. Congress might vote such an in- 
cease if consumer spending were to 
drop sharply. Corporate rates are not 
likely to be changed. 

Capital gains probably will be kept 
uder present rates and rules, although 
there is strong pressure for relief here 
help get some life into the stock market. 
One proposal is to reduce the rate. An- 
ither is to apply the rate for long-term 
capital gains to profits realized from the 
ale of assets held three months. The 
holding period now is six months. 

The next step on Congress's tax 
agenda, quite definitely, is more relief. 
How far reductions go will be determined 
largely by the business outlook. The 
further downhill business goes, the deeper 
will be the new round of tax reductions. 
In any case, the next cuts, when they 
come, are likely to be more generous 
than those proposed by President Tru- 
man. 





Economy drive in Congress is not 
making much progress. Senate Ap- 
propriations Committee recommended 
$4,573,000,000 for foreign aid in the 
fiscal year that began July 1, cutting the 
House figure by about $380,000,000. 
Then the same Committee added $532,- 
000,000 to the House bill for independ- 
ent offices of the Government, and an- 
other $54,000,000 for the Interior De- 
partment. It still appears that Govern- 
ment will cost about as much as 
President Truman estimated in the record 
peacetime budget he submitted last 
January. 


Bank loans show no response so far 
to the Government's efforts to ease credit. 
On June 30, emergency increases in 
bank-reserve requirements expired. That 
released about $800,000,000 that had 
been tied up in reserves. Officials hoped 
the result would be more lending to busi- 
ness. But in the first week under reduced 
reserve requirements, business loans by 
big-city banks declined $172,000,000. 
It was the 25th week in a row that these 
banks had reported a drop in business 
loans. 


> World Bank, despite a growing short- 
age of dollars abroad, does not intend to 
go in for a big new lending program im- 
mediately. Eugene R. Black, Bank presi- 
dent, reports that only about $100,000,- 
000 in new loans is being considered. The 
Bank is thinking of going into the U. S. 
market to sell more bonds, but not before 
early 1950. The new issue, when it comes, 
is to be only about $100,000,000. The 
Bank now has on hand about $390,000,- 
000. In the three years since it was set 
up, the agency has lent $650,000,000. 
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Variety makes every month a big month 


in steady PENNSYLVANIA! 














AUGUST FARM INCOME: 


$69,000,000' 


A profitable month, yes, but so is every 
month in steady Pennsylvania. That’s 
what sets it apart from most other big 
farm states—variety of product—cash 
crops all year round! 

Take the ones shown here: eggs; 
milk, tobacco. Pennsylvania is among 
the top ten states for a/l of them—plus 


| dozens more. 


And Pennsylvania ranks with the 
top ten states in buying everything 
from electric ranges (Pennsylvania 


steady buying power 
Look at this chart and you see the remarkable 
steadiness of Pennsylvania’s month-by-month 
farm income. Few “upper third’’ farm states 


| can match it. Two which do are the other 


Golden Crescent states, Michigan and Ohio, 
served by MICHIGAN FARMER and THE 
OHIO FARMER. For further information, 
writeG 1013 Rockwell Ave., Cleveland 14, 
Ohio. 

PENNSYLVANIA FARMER, Harrisburg 











THE OHIO FARMER, Cleveland 


fourth) to farm power units (Pennsy!- 
vania eighth). 

Not only does farm money flow all 
through the year, but all through the 
years... Pennsylvania farm families 
have a record for steadiness dating 
clear back to colonial times. For the 
better part of those years, they’ve read 
PENNSYLVANIA FARMER —just as 
7 out of 10 depend on it today. 

*Based on 3-year average income. Source, 
U.S.D.A., Farm income situation. 
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HOW BUSINESSMEN CAN GET RFC LOANS | 


Loans direct by Government are to be 
expanded in the future. The Reconstruc- 
tion Finance Corp. is under pressure to 
lend more liberally to businessmen. 

Farmers will be able soon to borrow 
directly from Government: to finance 
home building and modernization. Vet- 
erans may soon be able to get direct loans 
for new homes. Co-operative building 
projects may soon be given access to 
$1,000,000,000 in U.S. loans to assure 
plenty of credit for their operations. 

Businessmen, at the moment, are show- 
ing the most interest in direct loans by 
Government through RFC. Small firms, 
in particular, are finding suddenly that 
they need cash, and need it badly now 
that large inventories are moving slowly 
and collections are coming in tardily. 
But banks are getting more cautious. 
President Truman is asking Congress at 
this time to make RFC business Joans 
more generous. And RFC itself, with Ad- 
ministration policy shifted from one 
aimed at deflation to one aimed at refla- 
tion, is taking a more friendly attitude 
toward businessmen hard pressed for 
cash. 

RFC conse- 


loans to businessm en, 


quently, have increased. They totaled 


$196,000,000 in the first five months of 
1949, against $134,000,000 in the same 
months of 1948. 


Can any businessman apply for an 
RFC loan? 
Yes, any firm that is privately owned and 
operated for profit can apply. But not 
everybody can expect a loan. In the first 
place, RFC can lend only to firms that 
have been unable to get loans from banks 
or other private sources. Second, even 
RFC won't lend if there appears little 
chance that the loan will be repaid. The 
agency may take bigger risks than most 
banks, but there must be a reasonable 
prospect of repayment. Third, the bor- 
rower must put up collateral, although 
here again the Government is less strict 


than a bank. 


For what purposes will RFC lend to 
business? 
For just about any purpose that a legiti- 
mate firm ordinarily uses funds. Eligible 
companies get loans to pay for labor and 
buy materials, to pay off debt, to replace 
machinery and equipment, to expand a 
plant, or to start a new business or move 
into a new field. Right now, thousands 
of small firms founded in the postwar 
boom are seeking working capital to 
keep going in the face of a decline in 
orders, collections and prospects gen- 
erally. If their long-term prospects are 
fairly bright, they stand to get help. RFC 
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now is approving better than 40 per cent 
of all applications, against about 32 per 
cent earlier in the year. 


What are the terms? 

They are set by RFC directors. Interest 
rate has been held at 4 per cent for many 
years. Terms range from 6 months to 10 
years, with an average somewhere be- 
tween 5 and 7 years. Term loans, es- 
pecially to small business, are a specialty 
with RFC. Small concerns have little 
access to securities markets, and they 
find most bankers unreceptive to the idea 
of term loans to small operators. RFC 
tries to fill this credit gap. 


What about collateral? 

RFC requires the same types that banks 
prefer—mortgages on real estate or on 
plant and equipment, assignment of 
warehouse receipts or of current receiv- 
ables, for examples. But RFC says it 
attaches more importance to such matters 
as integrity and ability of management, 
soundness of the business, earnings and 
prospects than do most banks. The pros- 
pect that a loan will increase or stabilize 
employment, or have other desirable 
effects in an area, also is considered. 


What does Mr. Truman’ want 
changed? 

Principally, he wants businessmen to be 

given a longer time to pay off RFC loans. 


Limit on maturities now is 10 years. 


Why is this change requested? 

To encourage business expansion. Ten 
years often is a short period in which to 
amortize a major plant expansion that 
involves a large outlay. Mr. Truman be- 
lieves that there are many firms that have 
bright futures but cannot get term loans 
for expansion from banks. He wants RFC 
to fill more of this need. 


Where do banks enter the picture? 
Banks participate in many of the loans 
that RFC makes. For example, a bank 
and the RFC may agree that one of them 
will extend a loan and that the other will 
buy a part of the loan immediately. Or 
a bank may lend to a businessman with 
an agreement that RFC will take over a 
specified part of the unpaid balance 
whenever the bank requests it. Banks 
must take at least 30 per cent of partici- 
pation loans not over $100,000, and 40 
per cent of loans over that amount. 


Do banks participate in RFC loans? 
Yes. Until recently, banks took part in 
more than half of all RFC loans to busi- 
nesses. Recently, they have been partici- 
pating in about one out of three. 


Where does a businessman apply | 
for an RFC loan? 

At the nearest RFC Loan Agency, These 

are located in 31 cities. 


What is the procedure? 

The businessman first informs the Loan | 
Agency as to how much he wants, how it } 
will be secured, why he wants it, and ¥ 
what the nature of his business is. He 7 
also must report in detail on his unsuce- 7 
cessful efforts to get a private loan. After é 
that initial contact, the businessman an 
out a formal application. ; 


Who passes on the application? 

The Loan Agency itself has authority to§ 
grant direct loans not exceeding $100,000 
and participation loans not over $350, i 
000. But final decisions to deny an : 
application for any amount, as well as® 
all final decisions on large loans, are made ™ 
in Washington. 


How long does it take to get a loan? 
As little as two weeks for a small loan— 
say $25,000—provided the applicant has 
all the necessary information and is able 
to provide it quickly. If the informa- 
tion he gives is inadequate, or if an 
appraisal of his plant or collateral is 
required, it may take a month or six 
weeks. Loans of more than $100,000 
take more time, too. 


Are loans made only to small busi- 
ness? 

By no means, Lone Star Steel Co., of Dal 
las, has just received $34,000,000 fro 
RFC, Lustron Corp. has gotten $34,500, 
000. Waltham Watch Co, has received 
$6,000,000. At least half a dozen com 
panies borrowed $1,000,000 to $6,000, 
000 apiece in a recent month, but a 
least 60 per cent of all RFC loans are fo 
less than $25,000. Loans of $20,000 te 
$30,000 have been typical. 


Is political influence necessary to g 
a loan? 

There are indications that a friend af 
court doesn’t do any harm. A Congress 
man who has ties with the administration 
in power can be of assistance. It may 
help, too, to know somebody close te 
those who pass on loans. Locally, for ex 
ample, advisory committees of business 
men make recommendations on_ loans 
over $50,000. On larger loans—over 
$100,000—friends in Washington may be 
helpful. The law prohibits, under stiff 
penalty, the paying or accepting of any 
fee or commission in connection witl 
obtaining an RFC loan. But there & 
nothing to indicate that friendly ai@ 
diminishes the chances for a loan. 
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j Before choosing 
' any printing paper... 


Look at | 


Look at Levelcoat... 
for brightness 


The exciting beauty of a product is 
often lost by cloudy reproduction. But 
imagine that product suddenly made 
so life-like . . . so sparkling with sales 
appeal . . . that you feel it’s ready to 
move right off the page! That’s what 
snap and gloss combined with optimum 
brightness can do. 


ats 
“ 


velcoat 


Illustrated here is a typical use of Levelcoat, not an actual booklet. 


Look at Levelcoat... 
for smoothness 


True reproduction of fine detail is 
possible only on the smoothest of 
paper. That’s why Kimberly-Clark se- 
lects only the most delicate “face 
powder” clays for its coating process. 
The result is beautiful Levelcoat paper 
. . . precision-coated . . . uniformly 
smooth to assure perfect reproduction. 


Look at Levelcoat.. . 
for printability 


See how Pick-Resistance . . . so much 
a part of this fine paper . . . helps pre- 
vent stoppages on the press. Add the 
many other qualities that have made 
Levelcoat famous for trouble-free per- 
formance. You'll then see why printers 
choose Levelcoat for efficiency, and 
advertisers choose it for economy. 


\t PAYS TO 00K 


Levelcoat printing papers are 
madein these grades: Trufect*, 


Multifect*, and Rotofect*. 


m 
bucleoat: 
PRINTING PAPERS 

\ ie KIMBERLY-CLARK CORPORATION, NEENAH, WISCONSIN 


‘ 
LEVEL COAT 
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“Joe just said, 


work jor the best 


company tn the world /” 


No wonder that workers 
are enthusiastic when the management 
chooses E-M insurance protection! 


Joe takes pride in his work —and pride in his com- 
pany. He knows that his employer considers him 
and his family deserving of humane consideration 
... and that he and they are protected by Employ- 
ers Mutual Workmen’s Compensation insurance! 


That adds to his feeling of “belonging” on his job! 


Joe, and many thousands like him, may not know 
all the “angles” of workmen’s compensation in- 
surance, but he has seen the results of E-M co- 
operation: Fewer accidents, improved first-aid 
facilities, safety training, working conditions gen- 
erally bettered. And he has heard of how, when 
misfortune strikes, no stone is left unturned to 
assure adequate medical and rehabilitation care 
which permit earliest possible return to work— 
plus, of course, the most prompt and cheerful 
payment of financial benefits. 
That adds to his feeling of security in life! 

* . * 
Employers Mutual, owned wholly by its policy- 
holders, is one of the nation’s largest writers of 
Workmen’s Compensation insurance. Business- 
men-policyholders have found that cooperation 
with E-M benefits management, workers and work- 
ers’ families—and effects premium savings, too! 


EMPLOYERS MUTUAL LIABILITY INSURANCE COMPANY OF WISCONSIN 
EMPLOYERS MUTUAL FIRE INSURANCE COMPANY 
Home Office: Wausau, Wisconsin ¢ Offices in Principal Cities e Consult Your Telephone Directory 


Employers Mutuals write: Workmen's Cumpensation — Public Liability — Automobile — Croup 
Health and Accident—Burglary—Plate Glass—Fidelity Bonds—and Other Casualty Insurance. 
Fire — Extended Coverage — Inland Mariné — and allied lines, All policies are nonassessable, 
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INDICATORS OF BUSINESS ACTIVITY 













































































" Production has slipped again, but re- a any June since the 1920s. June 
is Mirnnce points are appearing in Outstanding Order S prec 2 per cent above a a 
' manufacturing, while _ residential And Inventories ago; they had been 13 per cent 
fe building has spurted to one of the (296 Department St res) below in April, averaging 6 per 
highest rates on record. Milions ® - cent below in the first half of 1949. 
Steel operations were scheduled at A Early official estimates that 875,000 

| 77.8 per cent of raged for the 51,000 Inventories units would be started this year, 6 
" week ended July 16. That was up . yer cent below 1948, seem more 
© from 61.2 in the previous week, Outstanding i likely to be realized. In the second 
which included the Fourth of July 800;-—— Orders aneea half of 1948, starts declined sharp- 
holiday, but below the 79.9 of the ee, ly. If they hold well in the second 

» week before. 600 i half of 1949, the year’s total could 

"Factory output declined to 168.2 on approach the 1948 record. 

the indicator below in the week Apartment buildings swelled the 

' ended July 9, from 169.9 the pre- 400 . 2 et fey fe total of starts in June, according to 

© vious week and an average of 174 = early indications. Building permits 

' in June. Mass vacations, now ap- \ included many big projects, espe- 
proaching a peak, will tend to de- 2005 F g TAAAARr cially in suburban areas. Multi- 
press the level. Partly because of family rental units insured by the 
plant-wide vacations, the low point oui bo e Federal Housing Administration 
of factory output in both 1947 and 1940 '41 42 '43 44°45 4G '47 "48 '49 rose to a record of 20,600 in June, 
1948 came in July. (June 1 each year) double a year ago. 

Prices of industrial goods rose in the es Ba Se eee reece a A shift toward mgre rental housing 
week ended July 12 for the first partment stores, shown in the top is apparently offsetting a_ slight 
gain in over four months. Increases chart, have fallen to the lowest level downtrend in single-family homes. 
in wool and rayon cloths, copper, since the war, equal to less than In the first half of 1949, multifamily 




















lead and linseed oil stopped the three weeks’ sales. Inventories over rental units insured by FHA rose 
downward trend. the last year have been cut to to 38 per cent of total insured units, 
Insured-unemployment reports match the decline in sales. Any gain from 33 a year earlier. 
show an improvement in business in consumer spending, therefore, is Public housing is adding a growing 
in some sections, especially New likely to be followed quickly by an number of rental units. State and 
England. Continued claims recently increase in new orders. local programs added 20,000 starts 
have fallen 17 per cent in Rhode Department-store sales jumped to in the first half of 1949. Federal 
Island, 7 in Connecticut, 3 in Mas- 296.5 on the indicator below in the public housing will get under way 
sachusetts. These reflect gains in ‘ week ended July 9, a good gain over in the coming year. 
woolen-textile and nonferrous-met- the previous week but still 7 per Main props to business activity, es- 
als industries, following a gain in cent below a year ago. pecially construction, give no sign 
forward buying by consuming mills. Dwelling units started in June of failing at this time. The chief 
Inventory policy of business remains spurted to 100,000, a gain of 5,000 deflationary force is still the liquida- 
cautious. Outstanding orders of de- over May and the biggest total for tion of business inventories. 
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Dated July 15, 1949 


KUHN, LOEB & CO. 
HARRIMAN RIPLEY & CO. 
Incorporated 

BLYTH & CO., INC. 


KIDDER, PEABODY & CO. 


DREXEL & CO. 
LADENBURG, THALMANN & CO. 


July 13, 1949. 





This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Debentures. The offer is made only by the Prospectus. 


$150,000,000 
Standard Oil Company 


Incorporated in New Jersey) 


Twenty-Five Year 2%4% Debentures 


Interest payable January 15 and July 15 in New York City 
Price 100¥2% and Accrued Interest 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Debentures in com- 
pliance with the securities laws of the respective States. 


MORGAN STANLEY & CO. 


GOLDMAN, SACHS & CO. 


STONE & WEBSTER SECURITIES CORPORATION UNION SECURITIES CORPORATION 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Due July 15, 1974 


THE FIRST BOSTON CORPORATION 

SMITH, BARNEY & CO. 
LEHMAN BROTHERS 

SALOMON BROS. & HUTZLER 


GLORE, FORGAN & CO. 
LEE HIGGINSON CORPORATION 
WERTHEIM & CO. 

















Changes of Address 


Notice of change of address should 
be sent not less than two weeks 
prior to the date change becomes 
effective. Send the address at 
which copies are now being re- 
ceived and the new address at 
which you wish to receive copies. 


U.S.News & World Report 


Circulation Department 


435 Parker Ave., Dayton 1, Ohio 
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t 
They make FIRE fight FIRE 


Imagine a FIRE-fighting system 
put into action by the FIRE it- 
self ...discharging water when 
and where the FIRE starts. The 
GLOBE Automatic Sprinkler Sys- 
tem has long been doing this in 
thousands of plants. 


GLOBE ma faye anne SPRINKLER CO. 
NEW YORK. - PHILADELPHIA 
Offices in recone ~¥ principal cities 


Imi \alhne 
= ape! 
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Nearly all subscribers to this 
magazine buy voluntarily. No 


They 


send in their checks regularly. 


salesmen call on them. 


This point has real signifi- 
cance for advertisers because 
they know that such highly 
voluntary subscription meth- 
ods mean interested readers. 


* 


| U.S. News & World Report 


Advertising Department 








30 Rockefeller Plaza, New York 20, N.Y. 











THE COLUMBIA 
GAS SYSTEM, INC, 





The Board of Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 59, 1834¢ per share 
payable on August 15, 1949, to holders of 
record at close of business July 20, 1949. 


Dare Parker 
Secretary 


July 7, 1949 
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YOU CANNOT expect to avoid pay- 
ment of a penalty for filing a fraudu- 
lent income tax return simply by later 
amending it and paying the tax in full, 
A federal court holds that such action 
does not remove fraud from the record. 


* * * 


YOU CANNOT look for a broader 

court review of any finding of fact 
by the National Labor Relations Board 
than you could expect under the Wagner 
Act. A federal appeals court rules that, 
whatever the intent of Congress, the 
Taft-Hartley Act did not empower, or 
require, the courts to substitute their 
judgment for that of NLRB in the assess- 
ment of fact. 


* * * 


YOU CAN, as an exporter under 

the Marshall Plan, now withhold 
confidential business information from 
foreign buyers and foreign governments. 
Economic Co-operation Administration 
amends its regulations to permit this data 
to be omitted from some ECA forms. 


* * * 


YOU CAN, as an employer, dis- 

charge a worker who was influential 
in calling a strike in violation of a bar- 
gaining pact. NLRB sides with an em- 
ployer in the discharge of a union officer 
who, the employer had reason to believe, 
was influential in calling such a strike. 

* * * 

YOU CAN get rent controls lifted 

from luxury accommodations in 
some cases. The Housing Expediter issues 
regulations permitting decontrol of luxury 
units that are to undergo conversion re- 
sulting in the creation of additional self- 
contained family accommodations. 


* * * 


YOU CANNOT expect NLRB to 

evaluate a charge of coercion in 
picketing solely on the basis of the num- 
ber of pickets involved. Board rules that 
the number of pickets in action is rele- 
vant only to the question of whether the 
picketing restrains or coerces employes 
in the exercise of their rights guaranteed 
under the Taft-Hartley Act. This holds 
whether or not violence accompanies 
picketing. 


* * * 


YOU CANNOT count on evicting a 

tenant through court action with- 
out first obtaining an eviction certificate 
from the Housing Expediter, unless your 
case falls into one of six specific cate- 
gories set out in the law. An appeals 
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what you as a businessman CAN 
and CANNOT do as a result of federal 


curt. and administrative decisions: 


curt rules that a landlord trying to get 
possession of rented premises in order 
0 improve their sales prospects is re- 
quired by 1949 amendment to the Hous- 
ing and Rent Act to apply to OHE for 
an eviction certificate. 


* * * 


YOU CAN count on the reopening 

of a secondary market for govern- 
ment-insured or guaranteed home mort- 
gages. Congress gives Federal National 
Mortgage Association another $500,000,- 
000 for the purchase of such mortgages. 


* * * 


YOU CAN now export additional 
commodities to any destination in 
the world without validated export li- 
censes. OIT adds canned, fresh, frozen, 
pickled or salted meat and animal prod- 
ucts, dairy products, grains and other 
products as items that may be shipped 
anywhere under a general license. 


* * * 


YOU CANNOT, as an employer, 

safely condone the operation of a 
hiring-hall provision of a_ bargaining 
contract in such a manner as to discrim- 
inate against nonmembers of the union, 
even though the provision itself does not 
require the company to discriminate. An 
appeals court overrules NLRB. 


* * * 


YOU CAN, as a real estate dealer, 

sometimes treat as capital gains 
income received from sale of properties 
that you hold. A federal court rules that 
income received by a real estate dealer 
from sale of rental property may be 
treated as capital gains, for tax purposes, 
where dealer shows that the property 
was being held not for sale to customers 
in the ordinary course of business but 
for investment purposes. 


* * * 


YOU CANNOT, in computing net 

income, deduct the full sum spent 
on the purchase of an annual retail 
liquor license when there is a reason- 
able expectation that you will be able to 
renew it periodically. A federal court 
holds that a large part of such an ex- 
pense is a capital expenditure. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U.S. News & 
Wor_p Report, on written request, will 
refer interested readers to sources of this 
basic material. 
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We have never met “the average 
man.” None of the men we know 
share exactly the same torso 

size, the same leg length, the same 
distribution of weight, or — 
consequently — the same require- 


its You- 


not “the average man” 


ments for seated comfort. 


So, when we made our executive 
posture chair, we made it fully 
adjustable. This was the only way we 
could be sure of fitting you 

— personally and perfectly. With 
simple hand-wheel adjustments 
you adjust the seat and 

the back to give yourself real 







comfort and correct posture. 


You'll like this chair on 

all counts. It has thick cushions 
of resilient foam rubber, 
beautiful mohair fabric 
upholstery, and the look and 
feel of quality throughout. Try 
it at your Harter dealer’s. 


nl ARTE 


$?2PSEEGe#eS, REE REC & DS 


POSTURE CHAIRS - STEEL CHAIRS 


. 
Free Booklet ‘ 
“Posture Seating Makes Sense” { 


tells you about the comfort and ef- 
ficiency benefits of Harter posture 
chairs — for you and your employees. Write 
for free copy of this informative booklet. 


MODEL 66 Harter Corp., 407 Prairie Ave., Sturgis, Mich. 





FASTER—LOWER COST 
HANDLING IN MODERN 
STORES AND WAREHOUSES 


with Szaudazd CONVEYORS 









} , Photo: Courtesy Consolidated 
Order and cleanliness—freedom from con- Vultee Aircraft Company 
gestion — smooth flowing coordinated = R Write, telling us 
movement of merchandise and commodities— ecg y k 
these are plus advantages from conveyors in ce 
addition to their time, money, and manpower 
economies. 

Standard is known as headquarters for con- 
veyors. More than 40 years’ experience quali- 
fies us to recommend, design, and build efficient 
equipment for any given installation or need. PF 


STANDARD CONVEYOR COMPANY 
General Offices: North St. Paul, Minn. 
Sales and Service in Principal Cities 


what you make 

or handle. We will 
send literature 
showing Standard 
Conveyors in use 

in your business. 
Address Dept. US-79. 





RAVITY & POWER 


Engineered Conveyor Systems — Portable Conveyor CONVEYORS 


Units — Spiral Chutes — Pneumatic Tube Systems 
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You cut your costs the day you 
install a National Mechanized 
Accounting System. 

On some jobs two-thirds of the 
work is done automatically —and 
what the machine does automat- 
ically is always done right. 
There’s a lift in morale. Jobs are 
done faster, easier. Overtime is 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, 





eliminated, or drastically reduced. 
With National’s exclusive combi- 
nation of advantages .. . savings 
often pay for the éntire installa- 
tion the first vear. 

Ask your National representative 
—a systems analyst—to show you 
the savings you can reasonably 
expect from Nationals. 


OHIO 


hasn't 
learned 
its value!" 









Hi 
& 
in 
t 
: 
& 
ee 
3 


*Get this FREE 
20-page booklet, 
**How to Save 
Money on Your 
Bookkeeping,” 
from your local 
National 
representative, 
or write to: 


ACCOUNTING MACHINES 
CASH REGISTERS © ADDING MACHINES 


Trend of American Business 





24th and N Streets, N.W. 
Washington, D. C. 


Trends cited by Mr. Truman's Council of Economic Advisers, which are to get 
attention in the months just ahead, boil down to these: 

Business investment. It has been falling sharply for six months, should 
not be allowed to fall much more. If it does, a full-blown recession may come. 

Consumer income. It took a jolt in the second quarter of this year, fell 
as much as $5,100,000,000 a year from the first quarter. That may be too much. 

The official midyear analysis concludes that the present direction in per- 
sonal-income payments and in investment should reverse. The Advisers see some 
chance of improved inventory buying, but fear that investments in plant and 
equipment may continue to slide off through the remainder of the year. 








Businessmen are told that there is no sound reason why investment should 
fall below current levels, that there is no general excess capacity if maximum 
employment is to be provided. This finding is likely to become the basis for 
Government plans to promote activity through pump-priming devices. 


Private investment in capital goods is stressed in the Advisers’ report. 
They are mildly critical of postwar ups and downs in levels of investment. 

Investment outlay amounted to 16.4 per cent of total national output in the 
final 1948 quarter. It fell to 15.1 per cent in the first 1949 quarter. In the 
second quarter of 1949, business investment was down to 12.9 per cent. 

Says the Council: "It is desirable to seek a more stable ratio of business 
investment to consumption." Implication is that sharp ups and downs are bad. 

Downturn in this field of activity is held to be responsible for-all of the 
setback to date. Consumer spending, until now, has been remarkably steady. 











Consumer-buying pattern displays some shifts within the over-all outlay. 

Automobile sales still are rising, but sales of other durables are down. 

Auto buying accounts for the increase in outlay for consumer durables from 
a $21,500,000,000 first-quarter rate to a $22,000,000,000 second-quarter rate. 

Spending for services also is on the rise. This outlay now has an annual 
rate of $54,000,000,000 a year. It's been rising steadily since 1938. Much of 
the rise is explained by higher rents, but other services get more money, too. 

Outlay for nondurables has been in a decline since the end of 1948. It's 
now down to $99,000,000,000 a year, from $101,400,000,000 in the first quarter 
and $105,100,000,000 in the last quarter of 1948. The drop is distributed over 
spending for food, for clothing, for restaurant meals, for general merchandise. 

So far as consumer trade is concerned, the setback has centered largely in 
the nondurable field. It's spreading to some durables but not to services. 
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Signs increase that the setback in some soft-goods lines may be ending. 
Woolen and worsted mills are starting up again, after some sharp cutbacks. 
New England mills are canceling summer vacations to work on autumn goods. 
Cotton consumption appears to have reached bottom. An upturn is due. 
There also are signs of strengthening in the field of durable production. 
Copper prices are rising fractionally after their sudden steep decline. 
Lead prices are on the upgrade, too, after falling as sharply as copper. 
These are indications of revived demand for basic raw materials. Chances 
are that material users now have about used up their stocks and are being forced 
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TREND OF AMERICAN BUSINESS-- (Continued) 





to replenish. Consumption of many materials had been running ahead of output. | 





Latest estimates of total national output disclose why President Truman now 
calmly accepts a budget deficit that he wanted to eliminate last January. 

Total output of goods and services now is at a rate of $250,500,000,000 a 
year. That's a drop of $6,800,000,000 a year from the first-quarter rate. 

Consumer spending is down only $1,600,000,000 a year from first quarter. 

Private investment, however, is off by $6,500,000,000 from first quarter. 

Export surplus rose in the second quarter by a mild $100,000,000 a year. 

Government spending, to offset the drop in private spending, would have to 
rise by $8,000,000,000 a year. It's up by only $1,200,000,000 a year. 

So Mr. Truman and his Advisers are no longer excited by deficits. Deficit 
is the "compensatory spending" theory advocated by old-time New Dealers. Outlay 
by Government is to compensate for falling outlays in other sectors. Attitude 
of officials is that the business setback already has gone far enough. 

















Unemployment is to get some remedial action by the Federal Government. 

Regional unemployment is cited by President Truman for special treatment. 
Idea is to channel federal funds into areas where jobless are most numerous. 

Federal construction projects and federal buying orders will go first to 
depressed areas. It will be a matter of direction, not involving new funds. 

The ‘Economic Report indicates where this program is expected to operate. 
Most depressed area, from a job standpoint, is New England. Unemployment also 
is reported heavy in California, New Jersey, New York, South Carolina, Tennessee. 
These regions can expect priority treatment when it comes to federal spending. 











A full-fledged examination of antitrust policy is developing. 

Businessmen can get an idea of what one faction in Government wants by 
testimony before the Celler committee in the House from two high officials. 

Attorney General Tom Clark makes these rather pointed suggestions: 

Monopoly power today is not so much monopoly as understanding among large 
industries. He hints that maybe the Big Threes and Big Fours should break up. 

Antitrust suits, in fact, are aimed at such breakups. There are suits 
against the four major meat packers, against American Telephone & Telegraph, 
against Du Pont. And a suit is coming against large investment-banking firms. 

The Attorney General suggests, basically, that large concentrations of 
power may need some kind of policing, that small businessmen should be dominant. 
He also suggests, specifically, that the Reed-Bulwinkle Act exempting railroads 
from antitrust laws should be repealed and that antimerger laws be tightened. 




















Another statement comes from John D. Clark, one of the President's three 
Economic Advisers. He suggests three lines of inquiry for Congress to follow. 

1. Look into administered prices. That means Big Threes and Big Fours. 

2. Look into antitrust exemptions. They apply to exporters, to farmers' 
marketing co-operatives, to milk producers and, most recently, to railroads. 
Labor unions' antitrust exemptions also are cited, particularly John L. Lewis. 

3. Look into soft competition. These are laws designed to protect small 
business from big business=--Miller-Tydings Act for retail-price maintenance and 
the Robinson-Patman Act to outlaw price discrimination against small buyers. 

Mr. Clark suggests that all of these elements may need correcting, that 
perhaps the wisest course may be to restore the greatest amount of competition. 




















This line of policy is by no means unanimous in the Administration. Some 
advisers would prefer to permit some co-operative arrangements to keep prices 
and production on an even keel. Advisers Nourse and Keyserling lean a bit this way. 


Antitrust-law changes are not imminent in either direction. But the fact 
that interest in them is being revived is an important matter to businessmen. 
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“Operation 


When a helicopter answers an S.O.S., human life 

is often at stake. That’s why manufacturers of these 
dependable aircraft specify that the big 

rotating blades be extra strong, rustless, and able 

to operate in all kinds of weather. 

Having met the severest flight-testing requirements, 
Armco Stainless Steel is now being used for 
sheathing the rotor blades to provide a hard, smooth 
surface and utmost corrosion protection. 

A flexible tube carries hot air along the leading 
edges of the blades to prevent formation of ice. 

Because of its many advantages, gleaming ARMCO 
Stainless Steel is being used more and more in 
industrial and houseware products — from heavy-duty 


ARMCO STEEL CORPORATION \RMC? 
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processing equipment to graceful flatware for the 
dining table. Of special importance to manufacturers 
is the fact that the cost of this solid, 
tustless metal is sometimes no more — and may even be 
less — than for plated materials. Stainless steel 
gives the ultimate buyer more for his money and this 
makes for repeat sales and good customer 
telations all down the line. 

Stainless is typical of the extra value and 
satisfaction you get in all Armco Special-Purpose Steels, 
each created to do a particular job. Steel by 
Armco means top quality and durability. Ask about 
the sales advantages of the familiar Armco trademark — 
advertised nationally for 35 years. 





HEADQUARTERS AT MIDDLETOWN, OHIO, WITH PLANTS AND SALES OFFICES FROM 
COAST TO COAST * THE ARMCO INTERNATIONAL CORPORATION, WORLD-WIDE 
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LONDON....OTTAWA....CANBERRA....WASHINGTON.... 








>> British slashes in dollar imports will hit Canada harder than the U.S. 
Tobacco growers and exporters will be affected most in the U.S. 





Newsprint, pulp, timber, nonferrous metals in Canada will take the rap. 
Aside from wheat, these are Canada's most important exports. And Britain is a 
major market for each of them. Canada will have some hard readjusting to do. 

Further point to remember: The $400,000,000 cut planned in dollar purchases 
is not the end of the bad news. This cut is to be made by Britain alone. The 
Empire, also, is being asked to reduce dollar spending and will do so. 








>> The British cuts are pretty much as predicted last week.eeee * 

Tobacco imports from the U.S. are to be cut down $20,000,000 from the 
$110,000,000 originally planned. 

Steel buying in the U.S. is to be cut. How much is not known yet. But 
however big the cut, it will be small in the U.S. steel total. Britain has beew 
buying only about $10,000,000 worth of U.S. steel a year. 

Cotton purchases by Britain in the U.S. are not to increase as the British 
had planned. But they won't fall off either. British mills need this cotton. 

Other cutbacks will come in British buying of U.S. timber and wood pulp. 

American movies, costing dollars, are down already. Britain is spending 
$17,000,000 a year for films. She used to spend $40,000,000 and up. 

Later decisions in London may call for other cuts affecting American goods. 
Oil products perhaps are vulnerable, but a sizable slash is unlikely. 

Generally, the U.S. can't be hurt very much by these new trade curbs. 











>> But it's a different story in Canada..... 
Canada's sales to Britain this year looked as though they might run to 
about $750,000,000. Food, especially wheat, flour, bacon and dairy products, 
were to make up about half of this total. British contracts cover most of this 





food trade, and presumably it won't be disturbed much this year. 
But other chief exports to Britain are due for severe shrinkage now. 
Nonferrous-metal buying by Britain is to-be slashed about 25 per cent. 
Canada will bear the brunt of this cut, with some help from Mexico and Chile. 








Pulp and paper imports of Britain are to be reduced by one third. Canada 
again will take the hardest rap. Canadian producers may try to tempt U.S. buy- 





ers with lower prices in order to find new outlets. 

Timber imports into Britain will be cut "substantially." The whole cut 
will be in the dollar area and very largely will be centered in Canada. 

Effect of lower Canadian sales to Britain wouldn't be important if Canada 
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BUSINESS AROUND THE WORLD--(Continued) 


could readily find other markets for these materials. But this will be hara. 
Many of Canada's exports to Britain are paid for with Marshall Plan dollars, 
Thus, cutting down by Britain means to Canada not only a loss of trade but 
a decline in earnings of U.S. dollars as well. U.S. dollar holdings in Canada 
are already dwindling. The new blow may cause Canadian buying in the U.S. to be 
curtailed again. This is not a certainty, but a possibility. 


>> U.S. and Canadian exporters apparently have other blows to bear..e.e. 

The sterling area, aside from Britain, has run up a dollar deficit of about 
$150,000,000 so far this year. Britain wants prompt action to wipe out this 
deficit. Britain is tightening her belt again. And she is urging the other 
sterling countries to do likewise. Actually, not much prodding has been necessary. 

Shallowness of London's dollar pool is a matter of concern to all sterling 
countries, since they all dip into it for their needs. 








>> As the Empire swings into line behind Britain, this is the picture: 

Australia is asked to cut her dollar deficit by about $30,000,000. Odds 
are that further curbs will be raised against U.S. automobiles, cotton goods, 
maybe tobacco. Gasoline rationing will keep down imports of dollar oil. Buy- 
ing of Canadian newsprint apparently will be cut. 

New Zealand already has stiffly limited dollar buying. New Zealanders 
indicate they will go further, if necessary. 

South Africa has cut dollar imports to the bone. Little more can be done. 

India is issuing no more licenses for dollar imports for the time being. 
Britain has objected to heavy Indian withdrawals from the dollar pool. India has 
already turned to the International Monetary Fund and gotten a dollar loan, also 
hopes for a big loan from the World Bank. India has been a big buyer of U.S. 
industrial machinery, automobiles and trucks, oil, steel. 

Malaya, an $80,000,000 market for American goods, has suspended all dollar 
buying. It's likely, though, that certain exceptions will be made in lines such 
as baby foods, medicines, machine parts and essential industrial equipment. 








>> Britain now will undoubtedly pull the lines tighter on other colonies, too. 

Colonies showing heavy dollar deficits in their trade are very vulnerable. 

Hong Kong is an example. Hong Kong last year spent $84,000,000 for U.S. 
goods but sold only $3,500,000 in the U.S. Hong Kong is a heavy buyer of things 
such as fountain pens, cosmetics, tobacco, fruits from the U.S. The British 
will now probably clamp down on nonessential imports. 

African colonies, especially the Gold Coast and Nigeria, have been heavy 
buyers of American cotton goods. British mills can't yet supply all their col- 
onies' needs. Burt Germans, who sell for sterling, may increase sales in these 
areas. Imports of American textiles will be made more difficult. 





>> As new import restrictions in the Empire take hold, American exporters of 
textiles, automobiles and tobacco eSpecially will notice the difference. Sales 
of electrical machinery and agricultural equipment may fall off, too. 

But Empire markets for U.S. industrial machinery and oil are expected to 
hold up pretty well. »Sterling area can't get along, right now, without dollar 
oil. And Britain can't supply all the machinery needed either for her own or 





the Empire's industrial development. 
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TEXTS: Statements, Speeches 
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IRANSITION—TO PROSPERITY? 


President's Council Reports on State of Business 


Twice a year, the Council of Economic Advisers reports 
to President Truman on economic conditions in this coun- 
try. These reports are used by the President as a basis for 
messages to Congress on economic trends. 

The Council was established by Congress in the Em- 
ployment Act of 1946. Its principal duty is to assist the 
President in studying economic developments and recom- 
mending methods of maintaining employment, production 
and purchasing power at high levels. 


The United States in 1949 is faced with the problems of 
a new and strikingly different phase of postwar economic 
adjustment. We are seeking to liquidate inflation without 
being overcome by business depression. Our problem is to 
work out a lower level of prices without a further decline of 
production and employment, and to effect the transition to 
more stable conditions conducive to maximum employment 
and production. In this review of the situation at midyear, 
the Council of Economic Advisers is undertaking to report 
on the economic state of the nation, giving full value to the 
elements of basic strength but not failing to recognize the 
realities of current recessionary factors. We find the prospect 
reassuring. 





The Economy in Transition 


During the early postwar years the situation was dominated 
by shortages of goods, tremendous backlogs of deferred con- 
sumer demand created by the war, an acute shortage of pro- 
ductive capacity in many lines, the vast accumulation of 
liquid savings, and the high level of expenditures needed to 
meet military and foreign requirements. In earlier reports, 
these various factors were dealt with extensively. It was 
pointed out that they represented the active elements in the 
inflationary course which the economy took after wartime 
controls were removed. So long as these extraordinary factors 
were maintained in combination, it was possible to continue 
very high employment and production even without a bal- 
anced adjustment between prevailing prices and current in- 
comes. But it was foreseen that, when temporary supports 
slackened, full prosperity could not be preserved without a 
wide range of adjustments. 

It was not to be expected that all of these. adjustments 
could take place without any temporary slackening of employ- 
ment and production; that would be too much to expect, 
given the dynamic quality of our free economy. But there was 
concern lest these adjustments, if too long delayed, would 
culminate in a manner which experience had taught us might 
carry the whole economy downhill rapidly and far. How to 
limit the inflation and prevent it from running a disastrous 
course to economic crisis and depression was the central theme 
of previous reports. 

The public and private actions which were taken were not 
sufficient to prevent a very substantial degree of inflation 


JULY 22, 1949 





The Council has just issued its report, “The Economic 
Situation at Midyear 1949,” which is used by Presi- 
dent Truman as a basis for recommendations to Congress 
for legislation to carry out a program of economic stabi- 
lization. 

U.S. News & World Report, as a service to its readers, 
prints herewith the full text of that section of the Council’s 
report which represents the conclusions of its three mem- 
bers. The text appears below. 


THE COURSE OF ECONOMIC ADJUSTMENT AND ITS PROBLEMS 


from developing. More extensive measures of public control 
and more restrained private behavior would have reduced the 
difficulties of the inevitable adjustment. But the actions taken 
have been effective enough to prevent the kind of exaggerated 
speculative spree which could end only in a disastrous slump. 
The inflationary tendency has eased off gradually at one point 
after another, so that we have arrived at the present stage 
where general inflationary pressures have disappeared with- 
out being followed by a collapse of the price structure. 

In the first quarter of 1949 some reduction in the level of 
economic activity was expected on a seasonal basis. But in 
addition to this seasonal slackening, there was an increase in 
the number of points at which the catching-up process caused 
markets to weaken and some reduction of production and em- 
ployment to appear. After relatively moderate developments 
of this character in the first quarter, intense interest centered 
on whether there would be the normal seasonal improvement 
in the second quarter. This was widely regarded as the test 
of whether or not the economy was slipping downward. 

In the second quarter of the year there was indeed some 
noticeable improvement in various areas of industry, particu- 
larly residential construction, and a seasonal pick-up in agri- 
cultural employment. The level of consumer income remained 
high, there was no general withdrawal from markets, and no 
contagious development of sharp downward price spirals. On 
the other hand, after allowance for seasonal factors, the gen- 
eral drift of prices, production and manufacturing employment 
was still downward. And, in particular, the market weakness 
extended to metals and other products which at the beginning 
of the ye*r were still in a tight demand-supply situation. It is 
no longer possible to describe the situation as one of mixed in- 
flationary and deflationary forces, as at the beginning of the 
year. The weakening of markets has become general. 


Factors of Underlying Strength 


Many factors augur well for the successful culmination of 
the readjustment process in early stability followed by re- 
newed growth. Among the most favorable elements is that the 
readjustment has thus far proceeded gradually without giving 
rise to panicky reactions. Neither the sharp reaction in farm 
commodity prices in early 1948 nor the six months’ down- 
slide last fall and winter proved contagious. The management 

(Continued on page 56) 
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of inventories has been carried out in a spirit of caution rather 
than pessimism. Production, which on account of inventory 
reductions has fallen below the rate of sales in many lines, 
should before too long come back at least into line with current 
sales if nothing occurs to create more pessimistic anticipations. 
Aggressive merchandising efforts have been producing favor- 
able results in many markets. New investment in plant and 
equipment was higher in the first quarter of 1949 than a year 
earlier and is continuing at a high level. Investment plans, as 
reported by recent surveys, indicate no early letdown of se- 
rious proportions, though there is considerable uncertainty 
about the situation six months hence. Housing starts, after 
reaching a low point in the winter, have moved sharply 
upward, to a level only just below that of a year ago. Busi- 
ness credit is in general available in ample amount and on 
favorable terms, and there is no evidence of serious banking 
pressure on borrowers to liquidate their loans, 

The strength of the economy is further fortified by many 
governmental policies and programs. Federal, State and local 
governments have now undertaken many of the urgent public 
works which were deferred during the war, and expenditures 
for these purposes will be expanding. The payment of unem- 
ployment insurance and other social-security benefits has 
helped to sustain buying power and the demand for goods. 
The farm-price-support policy, which was so important in 
the winter of 1948 and again in early 1949, gives assurance 
that there will not be a collapse of rural buying such as that 
which occurred in 1920. The international situation is respon- 
sible for an increase in combined Government expenditures 
for foreign aid and military preparedness, which contribute 








ECONOMIC INDICATORS 


CHANGES FROM 2nd HALF 1948 TO Ist HALF 1949 
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to the domestic demand for goods and services. Through 
deposit insurance and other banking and financial measures 
the economy is protected to a high degree against financial 
crisis. 

Both reflecting and reinforcing these elements of strength 
is the fact that disposable income has been well maintained, 
Gross national product, national income, consumers’ dispos- 
able income and consumer expenditures are at or near the 
levels of a year ago. Furthermore, consumers and _ business 
firms have large resources of liquid assets, and there has been 
no threatening increase of personal and business indebtedness 
such as that which in earlier periods has created vulnerability. 
Private debt is low, and both home and farm mortgages are 
to a large extent on an amortized basis. 

Evidence of the sort presented provides a basis for belief 
that we may have the unique and fortunate experience of 
liquidating a major inflation without falling into a severe 
recession. 


Elements of Uncertainty 


In spite of these elements of strength, the situation is beset 
with many uncertainties and problems. The most serious fact 
confronting us is that the decline, which has reached serious 
proportions in some sectors of the economy, has not yet been 
reversed, 

Nonagricultural employment has declined by nearly 2 mil- 
lion since a year ago, mainly because of a substantial drop in 
manufacturing employment. Unemployment now stands at 
1.7 million above a year ago. 

Roughly measured, total production of goods and services 
in the first six months of 1949, measured in real terms, appears 
to have been about 1% per cent below the last half of 1948. 
(See chart.) The drop in industrial production has been 
more striking, the index in June of this year being about 
13 per cent below the peak level of last autumn. The 
sharpness of the recent declines in manufacturing is shown 
by a fall of 10 per cent between March and June of the 
present year. 

It is probable that the growing industry practice of paid 
vacations will augment the drop in the production index dur- 
ing the summer months. The summer unemployment figures 
will reflect as usual the large number of persons who tempo- 
rarily enter the labor force. 

Total private investment, a key element in the picture, 
which reached a seasonally adjusted annual rate of more than 
43 billion dollars in the fourth quarter of 1948, fell by about 
25 per cent to a 32-billion-dollar rate in the second quarter of 
1949. This represents mainly a change-over from net accumu- 
lation of inventories to net liquidation. There has not been a 
similar decline in the level of investment in new construction 
and equipment. 

Since its peak in August, 1948, the wholesale price index 
has declined by about 9 per cent, and since the end of 1948 
by about 5 per cent. The consumer price index has declined 
by 3 per cent since the same peak month and by 1.3 per cent 
since the end of last year. The decline in personal incomes 
has been more moderate than might have been expected, 
being in the first half of 1949 only 2 per cent below the 
second half of 1948. 

The uneasiness and business hesitation arising from all 
these circumstances will not be cleared away until actual 
developments introduce a new note into the business outlook. 
In the meantime, business sentiment might be so adversely 
affected that the potential recuperative influences outlined 
earlier would not come into play. If uncertainty about the 
future should reach the point of distinct pessimism, orders 
and inventories might be sharply reduced, production cut 
back and investment plans shelved to an extent that would 
initiate a further spiral of unemployment, loss of consumer 
income, and decline in consumer demand. 
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The weight of evidence as we see it does not support so 
doomy an outlook. But we may still face an unsatisfactory 
itemative. While the decline may be halted or even year 
, satisfactory expansion might not follow. Our real need i 

or industrial production not only to rebound to the level of 
present consumption but also for both production and con- 
umption to continue to rise sufficiently to absorb a labor 
frce Which is both growing in size and increasing in 
oductivity per man. 


The Process of Price and Income Adjustment 


Previous Economic Reports have repeatedly pointed out 
hat price levels which were geared to war-created tem- 
porary factors of demand and shortages of supply could 
not be sustained indefinitely. The downward adjustments 
now under way are a reflection of the fact that full pro- 
duction can no longer be absorbed by the market at peak 
price levels. 

In its initial stages, the process of downward price re- 
adjustment is almost certain to be accompanied by some de- 
dines in production and employment. Price declines not 
only affect the critical relationships among various prices 
and the size and the distribution of money incomes. They 
have, in addition, two other important effects: the favor- 
able effect of increasing the purchasing power of the dollar 
and the unfavorable effect of generating anticipations of 
further price declines which lead to postponement of buy- 
ing, thus depressing the levels of production, employment 
and incomes. 

Fortunately, the process of price adjustment has been in the 
main orderly, Although in individual cases it has been sharp, it 
has not been widely characterized by dumping at distress 
prices. Its orderly character is in large part due to the fact that 
ithas been occurring while consumer demand, though weak- 
ened, is still at very high levels, with residential construction 
and investment in plant and equipment still very high and 
with government expenditures still rising. In the case of agri- 
cultural prices, an additional factor has been the existence of 
support prices which, while they have not prevented sharp 
fluctuations in prices, have been effective in. limiting the ex- 
tent of the price fall. 

The question arises nonetheless as to the extent to which 
the price cuts which have been made thus far have helped to 
stimulate demand. In the case of wholesale prices, the reduc- 
tions appear to have had little effect in stimulating business 
demand. For this there are two reasons: (a) The initial effect 
of price cuts when a trend is reversed is to create the expecta- 
tion of additional price cuts, thus further drying up demand, 
a tendency which is reinforced by the fact that so many of 
the price cuts have been so slight in amount thus far; and 
(b) there is the natural desire on the part of business to reduce 
inventories in a period of slackening demand before reorder- 
ing on a more normal basis even in those areas where the 
price declines have been substantial. Though inventories were 
not out of line with sales, business has been sensitive to the 
possibility of inventory losses due to price declines. The tend- 
ency to liquidate inventories, accompanied by cutbacks of new 
orders, has brought further downward pressure on prices and 
production. 

In the case of consumer prices, the declines, as pointed out 
earlier, have been much more limited than in wholesale prices. 
In individual cases, where large cuts in prices have been made 
for sales promotion or where new lines at much lower prices 
have been introduced, consumer response on the whole has 
been relatively favorable. One of the distinctive features dur- 
ing the war and the postwar inflation was the reduction in the 
volume of and the actual disappearance of many stripped 
models and low-priced items of apparel and house furnishings, 
which had formed so large a part of the sales during prewar 
years. With the weakening of consumer demand, there is a 
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growing trend now for manufacturers to reintroduce and em- 
phasize such low-priced items to make products available to 
consumers at prices which they are able to pay. The rela- 
tively favorable showing in these lines indicates that con- 
sumers are actively seeking them. Taking consumer prices as 
a whole, however, the declines that have taken place have not 
been great enough to encourage consumers to expand their 
purchases of consumer goods. 

The process of price adjustment to date suggests that 
further price reductions, made promptly to promote volume 
and not tardily in response to falling sales, are essential. 
Where and how they are made is also important. 

While increasingly active competition has already brought 
about part of the needed adjustment, there are many fields 
where the power to “administer” prices is strong and where 
the practice of price leadership is well-entrenched. It is in 
these fields that the capacity of businessmen to take the long 
view and to adopt policies conducive to fundamental and 
healthy economic readjustment will be put to the test. If, 
while other prices are falling, they cut production to whatever 
degree is necessary to maintain their prices, they will impair 
the effort to maintain economic activity at the highest possible 
level. 

Businessmen generally will not believe that any important 
group of goods can escape from the forces which are strong 
enough to compel the current general reduction in the price 
level, and they will be unsure about the situation until price 
cuts, which they believe are inevitable, have been made on all 
important groups of goods, and the results can be observed. 
Competition will, sooner or later, force some kind of adjust- 
ment in these areas, but voluntary and well-calculated price 
reductions now, with a view to maintaining volume, would 
be highly preferable to forced and possibly more drastic 
reductions later on. 

A difficult problem of price adjustment is presented by the 
public-utility services, especially transportation, where com- 
petition is not directly effective. Their prices are a substantial 

(Continued on page 58) 
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element in the cost of production of manufactured goods, and, 
instead of falling, they are still rising in response to past ad- 
vances in the cost of materials and labor. Public-utility com- 
missions as well as company executives have the special 
responsibilities of adjusting rates in relation to changed cost 
and demand conditions, with special emphasis upon the in- 
terests of the economy as a whole. 

The process of widespread price readjustment is not pleas- 
ant nor easy to effect. Weaker firms are overtaken by financial 
difficulties. Instances of inefficiency in management and low 
productivity of labor, which tend to be condoned in times of 
inflation, have to be eliminated. These are necessary conditions 
for establishing a firm economic base from which a new ex- 
pansion can be projected. 

What price adjustments will prove feasible and helpful 
must be considered in close connection with wage and other 
income adjustments. Price reductions add to real income only 
if consumers’ money incomes are not correspondingly reduced. 
This leads to special concern for protecting those major 
sources of income upon which demand so largely rests. The 
attempt to secure lower prices through wage cutting would 
clearly be damaging at a time like the present when con- 
sumption demand is proving inadequate and _ business 
slack is developing. A sound first rule to apply now is that 
the general level of wage rates should at least be main- 
tained. Beyond that, there is a strong presumption in favor 
of having money wages move upward over the years to 
participate in the gains of technological progress and _in- 
creased a ieee There are difficulties in applying the 
general principle to specific situations, but this adaptation 
can be worked out through sound collective bargaining. 
Particular consideration should be given to those in the 
lower wage brackets. 

With wage negotiations now under way in a considerable 
number of basic mass-production industries, there is a pos- 
sibility of an impasse. While a still very high cost of living 
encourages a determined attitude on the part of labor, the 
uncertain business situation encourages an equally determined 
attitude on the part of management. Should industry-wide 
strikes result, they would not merely reduce the spending 
ability of the directly affected workers, but would also spread 
loss of production and income to other areas and thus darken 
the business outlook. At the present time both employers and 
workers should strive to work out adjustments which will help 
to stimulate activity, bearing in mind the need both for hold- 
ing business costs down and for maintaining consumer pur- 
chasing power at high levels. 

If wage incomes are maintained, this obviously places a 
limit upon the extent to which prices can be adjusted down- 
ward. There would be no purpose, and much potential 
damage, in an attempt to get back to some drastically 
lower price level by wage cutting, since incomes are now 
geared to prices substantially higher than before the war 
or immediately after the war. Such an effort would in- 
volve a deep and vastly unsettling decline in wages as the 
accompaniment to a prolonged period of severe depression. 
From that, practically no one would gain; the economy 
would lose tragically. 

Another example of the necessity of maintaining adequate 
buying power is to be found in the agricultural situation. The 
decline in the prices of farm products, which began early last 
summer, was not arrested until the prices of wheat, corn, 
tobacco, cotton and — were close to or even below Govern- 
ment support levels. Farm income as a whole has been only 
moderately affected, because lower prices have been in part 
offset by high yields. But the prospects of another year of 
large crop production on top of present carry-overs indicate 
that the problems of supporting farm prices will be increas- 
ingly difficult. 

The vulnerability of a small-unit industry whose markets are 
dominated by exchange and auction methods of sale has led 
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to the development during the past 20 years of governmental 
price supports to agriculture. It is now widely recognized that 
this institutional development has protected the economy 
against a danger of collapse in a major segment which, on 
past occasions, has tended to undermine the whole structure, 
While this institutional development needs still further im. 
provement in the light of experience, there is also need for 
further reduction of the prices of industrial products bought 
by farmers. 


The Need for Maintaining the Rate of Investment 


The contraction in business investment this year has been 
due mainly to inventory liquidation, but the completion of 
many postwar expansion and modernization programs adds an 
element of uncertainty to the future of investment in plant 
and equipment. Fortunately, only a moderate curtailment of 
investment in plant and equipment has occurred, and no 
severe curtailment is clearly in sight for the remainder of this 
year. Whether the liquidation of inventories during the first 
half of 1949 is followed by a more general investment slack 
next year depends in large degree upon the extent to which 
investment incentives continue to appear adequate. This, in 
turn, depends upon the speed with which the price and in- 
ventory adjustments result in an upturn in production and the 
extent to which other recessionary factors are offset by stimu- 
lative developments. 

The problem of investment is closely connected with the 
profit question. The maintenance or advance of consumer 
incomes during a period when price reductions are in process 
requires business to operate on narrower margins and, for the 
time being, to take smaller profits. In this connection, business- 
men should realize that it is safer to pursue a course of accept- 
ing minimum profits or even temporary losses than to conduct 
a rear-guard action to protect profit per unit. If, in weakening 
markets, downward price adjustments are resisted, the effect 
is to reduce production and employment. A lower use of pro- 
ductive capacity and a more precarious structure of prices 
would be a much more serious deterrent to new investment 
than a situation in which basic adjustments supported a larger 
use of capacity. 

In at least one respect, moreover, increased pressure on 
profit margins provides a stimulus to investment. With capac- 
ity in many fields now relatively adequate, future investment 
will stem in larger degree from the competitive urge for mod- 
ernization and improvement. This motive for investment will 
be strongest in an atmosphere of active competition, where 
the maintenance of profit margins is subordinated to main- 
tenance of competitive position as the primary aim of business 
pricing and investment policies. 

The problem of adequate investment cannot, however, be 
solved simply by making the price adjustments which are ap- 
propriate to weakening markets. These adjustments merely 
provide a sounder foundation from which to start. The actual 
decision to invest depends on business judgment concern- 
ing future markets and possibilities of profitable return. A 
farseeing realization of the prospects for development is 
required, and this is peculiarly needed at the present time. 
If businessmen act in the conviction that employment and 
the use of capital resources can with our present economic 
“know-how” be maintained at high levels with only minor 
dips of a readjustment character, then they will go ahead 
with investment plans which will be adequate for a growing 
economy. 

The investment plans reported recently, while they show 
some decline, are still at a high level. They presumably were 
based upon careful technological and managerial analyses of 
what is needed for firms to keep abreast of advancing tech- 
niques, of changing consumers’ tastes and habits, and of the 
predictable growth of population. While those plans represent 
the companies’ present intentions, they could easily be cur- 
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ied if the business outlook should deteriorate, and such cur- 
ylment would have the effect of aggravating the downward 
govement. 

among the foremost purposes of public economic policy 
gust be that of keeping private investment incentives active. 
his it can do by providing supports which improve the 
hort-run and long-run business outlook and by encouraging 
jue institutional improvements which facilitate the invest- 
nent process. When such measures are inadequate, Govern- 
nent must take some direct responsibility for stimulating and 
applementing private activity. 





Public and Private Responsibilities 


The task now confronting us is made more challenging 
iecause the problem is not simply to prevent a further weak- 
«ing of the economic situation, but instead to reverse the 
send and move toward higher levels of production and 
employment. We cannot be satisfied with a static economy 
een if that could be achieved. Mere retention of current 
levels of production would mean that unemployment would 
gow from year to year and that we would fail to use our 
known capacity to lift the living standards of our people. 
With a growing labor force, increased productivity, new tools 
and improved business efficiency, both production and em- 
ployment must expand if we are to fulfill the conditions of a 
healthy economy. While the goal for 1949 of a million more 
jobs and a 4 per cent increase in production, set forth as our 
objective in January, is not now being achieved, the domestic 
aspirations of our people and the imperatives of world condi- 
tions alike require that we regain rapidly the full utilization of 
our material and human resources. 

It is plain from the preceding analysis of current conditions 
and trends that the direction of further developments cannot 
be forecast with any certainty. There is a considerable possi- 
bility that present adjustments will lead, after some further 
decline this summer, to an increase in production and employ- 
ment, But there is still reason for real concern that the present 
slack may take a more serious recessionary turn, or not be suc- 
ceeded by an expansion to satisfactory levels of employment 
and production. Consequently, it is necessary to approach the 
situation with positive and constructive measures, rather than 
to assume that the recuperative factors at work are adequate 
in themselves. 

The Employment Act of 1946 is designed to encourage an 
economy of free competitive enterprise. Our businessmen, 
workers, farmers and consumers create the nation’s wealth, 
and it is their decisions which will primarily determine 
whether the economy will move up or down and whether the 
Government will be required to play a larger or a smaller part. 
It is eminently desirable in the current situation that each of 
these groups base its action upon confidence in the long-run 
future of the American economy and thus contribute to the 
most favorable outcome. In this Midyear Economic Review, 
we have sought to highlight those lines of private action 
which are most needed in this task. 

But while we point out the course of private action that our 
analysis convinces us would be beneficial to the economy, we 
are quite aware that many individuals feel compelled to act 
in accordance with what they feel is likely to happen in the 
short run rather than in accordance with what they would 
like to see happen over a more extended period. No one can 
quarrel with this natural rule of self-preservation, but it in- 
dicates the need for the cultivation of a general economic 
environment in which all who participate in the nation’s 
economic affairs would be justified in following en masse a 
course which few of them could run the risk of following 
alone. 

It was with this dilemma in mind that the framers of the 
Employment Act also underscored the role of Government 
policy to promote through all its resources the objectives of 
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maximum employment, production and purchasing power. 
This involves no departure from our national traditions. It is 
important that Government agencies, both executive and legis- 
lative, re-examine and reshape policy in the light of the 
situations which have been developing during the first half 
of this year and are in broad outline foreseeable as to the 
second half. We have learned through bitter experience that 
a little recession may lead into a big depression before we 
find the road to renewed prosperity, and this experience dic- 
tates the timely and preventive use of public policy to supple- 
ment the efforts of private enterprise. 

In seeking to define and apply these public policies, we are 
not writing on a blank page. The mere fact that the Federal 
Government is currently withdrawing well over 40 billion 
dollars a year from private-income channels and is disbursing 
a like or even greater amount into the market and income 
stream means that the Government is already the most 
influential single factor in the current operation of the 
economy. What the legislative representatives and the execu- 
tive agents of the people decide to do by way of enlarg- 
ing, contracting or redirecting these money streams and how 
they shape by legislative act or administrative policy the 
institutions through which workers, traders and investors 
conduct their private affairs may sharply affect conditions 
in the next few months and strongly affect them for the 
longer pull. 

During the years of inflation, the President rigorously held 
expenditures to the lowest levels consistent with meeting the 
most pressing of our domestic needs and international require- 
ments. This was for the purpose and’ had the effect of reduc- 
ing inflationary pressures. Our analysis has indicated that, 
with the abatement of inflationary pressures, such Govern- 
ment outlays have operated in the main as a salutary sustain- 
ing force, and the slashing of such expenditures at this time 
would aggravate deflationary trends. On the other hand, an 
attempt to raise taxes at this time in order to produce a bal- 
anced budget would increase the difficulties of business man- 
agement in trying to effect cost and price adjustments to 
sustain volume operations in a weakening market, or would 
lessen the disposable incomes of consumers, or would have 
both of these consequences. In the presence of these opposing 
difficulties, the appearance of a Government deficit will have 
to be accepted. 

In addition to fiscal policy, there is essential need for pro- 
motion by Government of conditions under which the general- 
ity of businessmen will have the highest attainable confidence 
about the future course of economic development and there- 
fore make those decisions which will contribute most to a 
favorable outcome. Similarly, Government policies which sup- 
port the maintenance and exercise of consumer purchasing 
power lend strength to the business system and to general 
public confidence. We have also determined that those un- 
employed in the process of economic transition, whether they 
be many or few, are entitled to such protection as our rich 
economy can reasonably provide, because too much of the 
cost of such disturbances should not be borne by a particular 
group. And, finally, without a premature commitment of 
resources, it is wise to prepare and make ready those programs 
of Government action which should be available to support 
economic expansion if the forces of the market alone should 
fail to provide the needed uplift. The understanding by the 
community that a far-sighted program has been adopted 
should in itself be a powerful factor in holding business 
activity on a high level. 

Delay in implementing these principles would prove costly 
in terms of economic waste and loss of confidence. Action in 
time through the co-operative efforts of public and private 
instrumentalities at all levels will demonstrate that we have 
learned to pursue the twin objectives of economic stabili- 
zation and economic welfare under our free and democratic 
institutions. 
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Whispers — 


Policy of Wage Raises, Not Price Cuts . . . Taft Gamble 
On Nationalism . . . Japan to Have Surplus Dollars? 


Philip Murray, CIO president, in- 
duced President Truman that it 
would be a good thing for the Gov- 
ernment to set the pattern for a 
fourth round of wage increases. Fact 
finding in steel, to be followed by a 
recommended settlement, is offered 
as a way for Government to force 
acceptance of higher wages. 


xx 


Pay raises are to have White House 
support in preference to price reduc- 
tions that would increase the buying 
power of all consumers rather than 
select groups of wage earners. Union 
leaders want wage increases that can 
be seen in the pay envelope, even if 
that means price increases that some 
other workers have to pay. 


* * ® 


Maurice Tobin, Secretary of Labor, 
found himself snubbed by the pow- 
erful United Auto Workers in its an- 
nual convention. He was not invited 
to the convention because he passed 
over the UAW recommendation in 
choosing an Under Secretary from 
outside the ranks of organized labor. 


xk tk 


The President has taken to watch- 
ing the stock market as a barometer 
of economic trends. 


xk 


Franklin Roosevelt, Congressman 
from New York, has toyed with the 
idea of seeking the Democratic nomi- 
nation for the Senate seat now held 
by John Foster Dulles. Some impor- 
tant Democratic leaders in New 
York figure that the Roosevelt name 
might be magic again in November. 


xk & 


Senator Robert Taft, of Ohio, bet on 
a shift in U.S. public opinion toward 
nationalism when he opposed U. S. 
entry into an alliance with nations in 
Western Europe. He has a battle for 
reelection coming up in 1950. 


x* tk 


Sam Rayburn, House Speaker, has 
told the President that he won’t get 
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many of the laws he wants this year, 
owing to a desire by members of 
Congress to get home in August. 


x** 


Tom Clark, Attorney General, finds 
that one or two companies in big busi- 
ness feel that their operations have 
grown too big for best results and 
would not be averse to some splitting 
of operations. He is attempting to use 
antitrust laws to break the reputed 
hold of some top financial groups on 
several big industries. 


x * *& 


John D. Clark, third member of the 
Council of Economic Advisers and 
the one whose name seldom gets 
public attention, actually has strong 
influence on White House policy. 
A former businessman, he is on the 
side of trust busting and Govern- 
ment moves to force more competi- 
tion. He is close to Senator Joseph 
C. O’Mahoney, who heads the joint 
committee on economic policy. 


x xX. * 


Senator Bourke Hickenlooper, of 
Iowa, investigating David Lilienthal, 
head of the Atomic Energy Com- 
mission, is ending up with a con- 
clusion in Congress that this Com- 
mission must be more closely super- 
vised. Congress is to insist upon 
more checks against Atomic Energy 
spending. 


x * * 


Canada is trying to bring about a 
sharp increase in the price of urani- 
um, as one of the means of getting 
more dollars from the United States. 


Kk = + 


Treasury Secretary John Snyder did 
not bite on the plan of Britain and 
France. for U.S. to revalue gold, take 
a profit of $14,000,000,000 and use 
those dollars to bolster currencies 
abroad. Plan was designed to siphon 
$14,000,000,000 more into Europe 
that then could be used to pay for 
more U.S. goods. U.S. would end up 
with the gold back in its vaults and 
Europe would have the goods. 


Sir Stafford Cripps, British Chan 
cellor of the Exchequer and No. 

planner, finds that U.S. official 
calmly assume that it is necessar 
for Britain to go at least part wa 
through the wringer. British officia] 
with big promises made to worke 
assuring security from cradle t 
grave, can’t quite realize that maybe 
they’re broke and unable to fulfi 
the promises. 


= & * 
Sir Oliver Franks, British Ambassa 


dor to U.S., has taken the line tha 
Britain will be in a better position té 


get more aid from U.S. after thi 


country formally enters the Nort 
Atlantic Alliance. The thought i 
that it then would be embarrassing 
for U.S. to have its No. 1 partne 
without cash with which to pay i 
bills. 


xk 


Officials in Japan concede private 
that Japan will end the coming fiscé 
year with dollars left over as a resu 
of large-scale aid from the United 
States. The idea is that $495,000,00 
being provided by Congress is like 
to prove to be $50,000,000 more that 
Japan needs. 


* = & 


John J. McCloy, new U.S. hig 
commissioner in Germany, is in favot 
of expanded trade between Weste 
Germany and Eastern Europe, t 
cluding Russian-occupied parts 0 
Germany. Trade restrictions are @} 
pected to be relaxed gradually 
British idea of holding back reviva 
of German industry is not favoreé 
by U.S. 


x *k * 


Dean Acheson, U.S. Secretary ol 
State, is outmaneuvered by China’s 
Chiang Kai-shek. Chiang actuall 
startled high U.S. officials by seizing 
leadership of a new anti-Communist 
Pacific union to include parts 9 
China, the Philippines, Southe 

Korea, Indonesia and other coun 
tries. Secretary Acheson had counted 
Chiang down and out. 
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The highlight of twilight 


Gig, 9 100 PROOF 
Cnn Med a Bottled €O 
“ORE DisticeRie® © 


Glenmore’s Kentucky Tavern is the only Bottled-in- 
Bond that has always been made by the same family 
in the same distillery for three generations . . . and 
the Glenmore distillery has made more Kentucky 
Bourbon than any other distillery. This unmatched 
experience assures you uniform high quality. 


That’s why... 
© Glenmore Distilleries Company, Louisville, Kentucky 


NO OTHER BOND CAN MATCH THAT KENTUCKY TAVERN TASTE 





“30-Day Mildness Test? 
That proves what I’ve known 
about Camels for years! They - 
are mild—and taste great”... ws 





PATRICIA MORISON, 
singing star of musical comedy 
and motion pictures. Talented 
Patricia, an ardent Cole Porter 
fan, is right at home singing 
“So In Love” in “Kiss Me, Kate.” 
After making the 30-day test, 
Miss Morison says: “I’ve changed 
to Camels for keeps!” 


~~ 


COLE PORTER 


COLE PORTER, world famous song 
writer. Father of such immortal hits as “Be- 
gin the Beguine”, “Night and Day” and “My 
Heart Belongs to Daddy”. The prolific Porter 
(over 20 musical comedies) scores with an- 
other Broadway hit, “Kiss Me, Kate.” 


GENE BEARDEN, 
ace pitcher: “I 
made the test. I 
smoked only 
Ceomels for 30 
days. Camels are 
my brand now!” 


GENE SARAZEN, 
“perennial” of 
pro golf: “I’m a 
veteran when it 
comes to Camels 
—my choice every 
time!” 


R. J. Reynolds Tobacco Co 


TURKISH & DOMESTIC 
END 


GLADYS SWARTH- 
OUT, opera star: 
“Mildness is im- 
portant to me. 
That’s why I’ve 
smoked Camels 
for years!” 


SYLVIA MacNEILL 
secretary: “I en- 
joyed the 30-day 
test! Camels are 
so mild and they 
have such good 
flavor!” 


-» Winston-Salem, N.C, 


SS. AS PANN 


CIGARETTES 


JEANNE WILSON, 
star swimmer: 
“The 30-day test 
introduced me to 
the best - tasting 
cigarette [ ever 
smoked—Camel!” 


“DUSTY” CAMP. 
BELL, big-game 
fisherman: “*30- 
Day Test? I made 
that years ago. 
It’s been Camels 
ever since!” 








of people who smoked only Camels 
for 30 days, noted throat specialists, 
making weekly examinations, reported 


NOT ONE SINGLE CASE 
OF THROAT IRRITATION 





